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INTERNAL REPORTS CHECKED: Disclosure Reports 

FEDERAL AGENCIES CHECKED: None 

I. P 

MUR 4407 was generated by a complaint filed by Dole for President, Inc. (“Dole 

Committee”). MUR 4544 was generated by a complaint filed by Rebecca Roczen Carley, M.D. 

The Dole Committee alleges that the ClintodGore ‘96 Primary Committee, Inc. (“Primary 

Committee”) and Joan Pollitt, as treasurer, violated 2 U.S.C. 5 441a(b) by failing to adhere to the 

expenditure limitations for publicly funded Presidential candidates. 1 Attachment 1. Moreover, 

the Dole Committee alleges that the Primary Committee violated 2 U.S.C. 5 434 by failing to 

report expenditures that the Democratic National Committee (“DNC!”) made on its behalf. 

Alternatively, the Dole Committee alleges that the DNC violated 2 U.S.C. 8 441a(d) by making 

coordinated party expenditures on behalf of the Primary Committee that exceeded the 

coordinated party expenditure limit for the 1996 election cycle, and that it violated 2 U.S.C. 

8 434 by failing to report these coordinated party expenditures. Dr. Carley alleges that the 

national Republican and Democratic parties are guilty of ‘‘clear cut criminal violations of 

campaign contribution laws” based on statements made by Ann McBride, presidcnt of Common 

Cause, that were aired on C-Span’s Washington Journal. Attachment 22. As part of her 

1 
the Democratic nomination in the 1996 Presidential elections. The Primary Committee registered with the 
Commission on April 14, 1995 and received $13,412,197.51 in public funds for the purpose of seeking the 
nomination. See 2 U.S.C. $5 9033(a) and 9036(a). President Clinton received the nomination ofthe Democratic 
Patty on August 28, 1996. The ClintodGore ‘96 General Committee, fnc. (“GEC”) and loan Pollitt, as treasurer, is 
the authorized committee for President Clinton and Vice President Alber6 Gore for the general election campaign. 
The GEC registered with the Commission on August 1, 1996, and received $61,820,000 in public funds for the 
general election campaign. See 26 U.S.C. §$ 9003 and 9004. 

The Primary Committee is the authorized committee of President William J. Clinton for his campaign for 
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complaint, Dr. Carley sent the Commission a videotape of Ms. McBride’s appearance on C- 

span. 

11. 

A. COMPLAINTS 

1. MUR4407 

On July 2,1996, the Dole Committee filed a complaint against the Primary Committee 

and the DNC. Attachment 1. The Dole Committee alleges that the Primary Committee 

attempted to circumvent the expenditure limit set forth at 2 U.S.C. 0 441a@) by “directing the 

DNC to make expenditures above and beyond [the expenditure] limit on behalf of the 

Campaign.” Id. at 1. The complaint specifically refers to excerpts from The Choice, and states 

that “President Clinton personally directed and controlled from the White House several ad 

campaigns that were paid for by the DNC.” Id. at 1-2. The Dole Committee contends that 

President Clinton “was apparently so intimately involved with the DNC advertising that he 

personally decided what photos should be used in the ads.” Id. at 2. The coinplaint further 

asserts that campaign consultant Dick Moms and Robert Squier, head of the media firm Squier 

Knapp Ochs Communications (“SKO), took direction from Prcsident Clinton, directed the day- 

to-day management of the advertisement campaign, and took these actions “in an apparent 

concerted effort to circumvent the spending limits.” Id. The complaint also alleges that the cost 

of these advertisements is “at least $25,000,000” and concludes that the advertisements should be 

‘treated as primary Committee] expenditures” to prevent the Primary Committee from 

circumventing the expenditure limits. Id. The Dole Committee further maintains that the 

Primary Committee should be required to report the expenditures and asserts that the cost of 
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these advertisements, when added to the Primary Committee expenditures of $12,86 1,948 as of 

May 31, 1996, would “bring the [Primary Committee] expenditures clearly over the $30,910,000 

limit.” Id. 

If the advertisements are not considered Primary Committee expenditures, then, the 

complaint alleges, the advertisements constitute coordinated expenditures pursuant to 2 U.S.C. 

Q 441a(d). Zd. at 3. The complaint asserts that because the cost of these advertisements totaled 

$25,000,000, the DNC exceeded the coordinated expenditure limit set forth at 2 U.S.C. 

Q 441 a(d)(2). Id The complaint daims that the DNC made coordinated party expenditures in 

connection with the general election campaign because its expenditures, although made during 

the primary campaign, were coordinated with a candidate who was assured of his party’s 

nomination. Id. (citing A 0  1984-15). 

Finally, the complaint alleges that irrespective of whether the advertisements are Primary 

Committee expenditures or coordinated party expenditures for the general election, corporate 

h d s  were used to pay for the advertisements in violation of 2 U.S.C. Q 44115. Id The 

complaint refers to excerpts from The Choice and claims that these excerpts suggest that “the 

opportunity to use corporate money was a prime factor in the decision to m the ad campaigns 

through the DNC.” Id. 
2 

The complaint also requested the Commission to suspend any further payments of matching funds to the 
Primary committee. Attachment 1 at 4. On September 12,1996, the Commission deniedthis request and issued a 
Statement of Reasons setting forth the basis for this denial. 
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On October 21, 1996, Dr. Carley filed a complaint against the national Democratic party.’ 

Dr. Carley alleges that the national Democratic party is guilty of “clear cut criminal violations of 

campaign contribution laws” based on statements made by Ann McBride, president of Common 

Cause, that were aired on C-Span’s Washington Journal. Attachment 20.4 BAS. McBride’s 

comments were made during a press conference publicizing a complaint that Common Cause 

filed on October 9,1996 with the United States Department of Justice. Attachment 25. The DOJ 

complaint requests that the Attorney General appoint an independent counsel to investigate 

whether the DNC and the Primary Committee criminally violated federal campaign finance laws. 

in general, Common Cause alleges that the Primary Committ- qpnt millions of dollars 

in excess of the overall presidential primary spending limit by having the DNC pay for television 

advertisements that benefited President Clinton at the direction of the Primary Committee. 

Common Cause alleges that the money the DNC spent on the television advertisements was not 

counted against the spending limit applicable during the presidential primary period. 

Specifically, it claims that ‘%om the summer of 1995 through the summer of 1996, the [primary] 

Committee ran an ad campaign through the PNC] to promote President Clinton’s reelection.” 

Id at 16. Common Cause M e r  contends that the Primary Committee spent at least $34 million 

3 
This Report only discusses the alleged violations of the national Democratic party; violations ofthe national 
Republican party are. addressed in MUR 4553. On August 21,1997, Dr. Carley’s allegations against the Republican 
party wen severed from the allegations in MUR 4544, and were designated MUR 4671. MUR 4671 was activated 
October 15, 1997. The Office of General Counsel received additional correspondence &im Dr. Carley on 
November 8,1996 and November 25, 1996; the Office of General Counsel responded to this correspondence on 
November 19,1996 and November 27,1996, respectively. Attachment 21. 

4 Dr. Carley ordered a videotape copy of Ms. McBride’s appearance from C-Span to be sent to the 
Commission to supplement her complaint. On November 27,1996, the Office of General Counsel received a copy 
of the videotape, which is contained in the official docket files for MUR 4544 and is available for nview in the 
Oftice of General Counsel. 

Dr. Carley also alleged violations of campaign laws by the national Republican party. Attachment 22. 
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more on the television advertising campaign than “it was legally permitted to spend during the 

presidential primary campaign, and in doing so used at least $22 million in ‘sofl money’ 

contributions that cannot be legally used to directly support a presidential candidate.” Id at 17. 

Common Cause refers to The Choice, by Robert Woodward, as well as various press articles that 

discuss the television advertising campaign paid for by the DNC. Common Cause also asserts 

that Primary Committee agents designed, produced, and raised money to pay for the television 

advertisements, in addition to determining and making the advertisement placements. Mogover, 

it suggests that based on FEC disclosure reports, the DNC spent $27 million on the 

advertisement campaign in 12 targeted states between July 1,1995 and June 30,1996. Id at 22. 

Finally, Common Cause alleges that the television advertisements were “the same kind of ads 

that any candidate would run to promote his candidacy ar criticize his oppowent.” Id at 25. 

B. RESPONSES 

1. DNC Responses 

On August 16,1996, the DNC submitted its response to MUR $JO%’ Attachment 2. The 

DNC contends that the Commission should either dismiss the complaint or, in the dtemative, 

find no reason to believe that it violated the Federal Election Campaign Act of N971, as amended, 

2 U.S.C. $8 431 et seq. (“the Act”). Zd. at 1. 

The DNC argues that the complaint does not comply with 11 C.F.R. 8 11 1.4(d)(3) 

because it does not contain “a recitation of any facts which describe a violzIion by the DNC of 

2 U.S.C. 8 44Ia(d)(2) or of any other statutory provision or regulation.” Id, at 3. The DNC 

On July 19, 1996, the DNC requested a 20-day extension of time to respond to the complaint. On July 23, 
1996, the Office of General Counsel granted this request. Thus, the response was due by the close of business on 
August 16, 1996. On September 26, 1996, the DNC submitted a supplement to its response, which included a 
declaration by Robert D. Squier. Attachment 4. 

A 
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maintains that the complaint fails to identifl or describe the advertisements in question and fails 

to indicate the broadcast dates of the advertisements or their contents. Id. a1 4. The DMC asserts 

that the complaint contains no facts suggesting or indicating that the advertisements conveyed an 

electioneering message as required by Advisory Opinion (“AO”) 1985-14, ilnd therefore, it made 

no coordinated party expenditures pursuant to 2 U.S.C. 6 441a(d). 
6 

The DNC fiuther claims that even if the allegations of coordination were “legally 

relevant,” the complaint contains no evidence to support them. Id. at 7.  The DNC argues that 

The Choice is not “a factual or accurate report of the events and conversations it recounts” and 

“[ilt is not the kind of material that should be treated as substantial, cognizable evidence of 

anything.” Id. The DNC asserts that even though the Commission permits complaints to be 

based on newspaper articles, such articles need to be “well-documented and substantial.” Id. 

The DNC claims that the excerpts from The Choice in the complaint are neither well-documented 

nor substantial.‘ Id. at 8. 

The DNC makes the alternative argument that even if the Commission accepts the 

complaint pursuant to 11 C.F.R. Q 11 1.4(d)(3), no violation of the Act has occurred, because the 

advertisements it ran during the 1995-96 election cycle were not subject to 2 U.S.C. 8 441a(d) 

6 The DNC further argues that under the “electioneering” test, the Commission presumes that a party 
coordinates its communications with its candidates. Attachment 2 at 5 .  ‘Ihe DNC, relying on Colorado Republican 
Cumpuig Committee v. FEC, I16 S.Ct.2309 (1996), asserts that coordinated party expenditures are subject to 
limitation under 2 U.S.C. 5 441a(d) only when the communication depicts a clearly idenrifted candidate and 
contains an electioneering message. Id 

I As an example of the inaccuracy of The Choice, the DNC cites a letter from the General Counsel to The 
Washington Parr disputing statements that were attributed to him. Attachment 2 at 8. In addition, on September 26, 
1996, the DNC submitted a sworn statement from Robert D. Squier, president of SKO. entitled “Presentation of 
Robert D. Squier.” Attachment 4. Mr. Squier disputes several statements in The Choice’ that were attributed to him. 
Id. 
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under either the “electioneering message” standard (set forth in AOs 1985-14 and 1995-25), or 

the “express advocacy” standard (which the DNC contends is the appropriate standard). Id. 

With respect to the electioneering message standard, the DNC claims that the 

advertisements it ran during the 1995-96 election cycle were legislative in nature and were the 

same type of advertisement as was described in AOs 1985-14 and 1995-25. The DNC contends 

that, pursuant to 2 U.S.C. $437f(c), it was “clearly entitled” to rely on these advisory opinions in 

determining that its advertisements did not contain an electioneering message. Id. at 12. 

The DNC argues that its advertisements likewise do not satisfy the definition of 

“expressly advocating” set forth at 1 1 C.F.R. 0 100.22@), nor do they “expressly advocate the 

election or defeat of any candidate” as that term has been defined by several courts. Id at 12- 

16. The DNC further urges that the “express advocacy” standard, not the “electioneering 

message” standard, is proper test for determining whether expenditures for advertisements are 

subject to 2 U.S.C. 9 441a(d). Specifically, the DNC asserts that the Commission should 

construe the limits of 2 U.S.C. 0 441a(d) to apply only when a communication expressly 

advocates the election or defeat of a clearly identified candidate, because a broader construction 

would impair its ability to communicate party positions on various issues and would have a 

direct impact on its First Amendment associational rights. Id. at 16-22. The DNC further argues 

that “not all party expenditures that are coordinated with candidates implicate the statutory 

purposes [of 2 U.S.C. 0 441a(d)].” Id at 23. The DNC claims that it may need to communicate 

8 

8 
LEXIS 19047 (4th Cu., August 2,1996) @er curiam); Maine Right to Lve Committee. Inc. v. Federal EZection 
Commission. 914 F. Supp. 8 (D. Me. 1996); and Federal Election Commission v. Swvival Education Fund, No. 89 
Civ. 0347, 1994 U.S. Dist. LEXIS 210 (S.D.N.Y., Jan. 12,1994). a f d  inpart, rev’d inpart on other grounds. 65 
F.2d 285 (2d CU. 1995). 

The DNC cites Fideral Elecrion Commission v. Chistian Action Network No. 95-2600. 1996 U.S. App. 



with candidates because they are also “party officials, leaders and spokespersons” and that party 

positions and communications may need to be coordinated with one or more candidates. Id. at 

25. Moreover, the DNC claims ahat 2 U.S.C. Q 44la(d), if construed broadly, may be 

unconstitutionally vague because the DNC will be “required to guess at what point dong the 

broad spectrum the limits of section 441a(d) will apply.” Id. at 26. 

On November 20,1996, the DNC submitted its response to MUR 4544. Attachment 22. 

The DNC contends that the complaint does not directly name the DNC nor does it recite any 

facts that allege any violation of the Act. Id. The DNC argues that the complaint “merely 

alludes to statements made by Ann McBride of Common Cause” and that it is impossible for it to 

file any meaningful response to the complaint because it has not been provided a copy of the C- 

Span videotape? Id. AS a result, the DNC asserts that it has ‘klearly been prejudiced.” Id. 

Finally, the DNC argues that this Office may have failed to comply With 11 C.F.R. Q 1 11.5@) 

“since the receipt date on the complaint is illegible,” and further argues that the service of the 

complaint is in violation of 11 C.F.R. Q 11 1.5(a) since the complaint fails to meet the technical 

requirements of 1 1 C.F.R. 0 1 1 1.4. Id. at 2. Accordingly, the DNC requests that the compiaint 

be dismissed. Id. 

9 
DNC. The DNC has not amended its original response. 

On December 9,1996, the Office of General Counsel forwarded a copy of the C-Span videotape to the 
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2. Primary Committee Responses 

10 
On August 19,1996, the Primary Committee submitted its response to MUR 4407. 

Attachment 3. The Primary Committee contends that the Commission should either dismiss the 

complaint or, in the alternative, fmd no reason to believe that it violated the Act. Id at 1. 

The Primary Committee argues that the complaint fails to satisfq” 11 C.F.R. 8 11 1.4(d)(3) 

because it does not provide any facts, such as the contents and timing of the specific 

advertisements in question and how the cost of the advertisements was calculated, that constiWLe 

a violation of the Act. Id at 2. The Primary Committee claims that the complaint’s reliance on 

excerpts from ?%e Choice is problematic because the author, Mr. Woodward, has no personal 

knowledge of any meetings that involved the President where the advertisements in question 

were discussed. Id at 3. The Primary Committee maintains that due to his lack of personal 

knowledge, Mr. Woodward “admits that he is telling a ‘story’ and that this is simply one version 

of the story.’’ Id. Moreover, the Primary Committee asserts that the complaint fails to state how 

the President controlled the advertisements in question. Id. In addition, the Primary Committee 

contends that the complaint fails to allege that the advertisements contain an electioneering 

message. Id 

The Primary Committee further argues that even if the Commission determines the 

complaint satisfies 11 C.F.R. 0 11 1.4, the complaint must be dismissed because none of the 

advertisements contain an “electioneering message,” and, at the time of its advertisement 

campaign, the DNC relied upon prior advisory opinions pursuant to 2 U.S.C. 0 437Rc) in 

lo On July 15, 1996, the Primary Committee requested a 20-day extension oftime to respond to the 
complaint. On July 16, 1996, the OEce of General Counsel granted this request; thus, the response was due by the 
close of business on August 19,1996. 
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determining that its expenditures for the advertisements were not subject to 2 U.S.C. 5 441a(d). 

Id. at 4-5,9-10.. The Primary Committee claims that the advertisements are “materially 

indistinguishable from the ads considered by the Commission” in AOs 1.985-14 and 1995-25. Id. 

at 4-5. In particular, the Primary Committee argues that the advertisements “do not mention or 

refer to any election” and that the advertisements “merely provide information on current 

congressional Iegislative proposals.” Id af 10. The Primary Committee M e r  asserts that 

references to the President, Senate Majority Leader Dole and House Speaker Gingrich in the 

advertisements relate solely to their respective officeholder positions. Id. 

The Primary Committee also argues that, apart from the DNC‘s reliance on prior advisory 

opinions addressing the “electioneering” standard, the DNC advertisements in fact contain 

neither “express advocacy,” nor an “electioneering message.” Zd. at 5-1 0. Like the DNC, the 

Primary Committee urges that “express advocacy” is the appropriate test, and argues that the 

advertisements do not expressly advocate the election or defeat of a clearly identified candidate 

under 1 1 C.F.R. 5 100.22. Id. at 5-7. The Primary Committee claims that reasonable minds 

could not dispute that the advertisements ‘’urged viewers to do -- norhing, ” and that the 

advertisements “do not provide explicit directives to vote against these politicians.” Id. at 8-9. 

The Primary Committee argues that all of the advertisements ran while related legislation was 

actively under consideration by Congress. Zd. at 9. Moreover, the Primary Committee asserts 

that the complaint’s claim that the Resident controlled the advertising campaign is meaningless 

under 11 C.F.R. 0 100.22 and 2 U.S.C. 6 441a(d) because “[t]he candidate is presumed to be 

coordinating with his or her party’s expenditures.” Id. 
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On August 13,1997, the Primary Committee submitted its response to MUR 4544.’’ 

Attachment 23. The Primary Committee claims that the complaint contains no reference to the 

Primary Committee nor does it contain a description of “any facts constituting a violation of the 

Act.” Id. at 1. The Primary Committee also notes that the complaint “oblique[lyl” refers to 

statements made by Ms. McBride and provides no other facts of her own knowledge or personal 

belief. Id. The Primary Committee argues that bemuse it was notified iof the complains 266 days 

after it was filed, rather than within five days, the complaint is defectivc: under 2 U.S.C. 

8 437g(a)( I). Id. at 2. 

In the alternative, the Primary Committee asserts that the complaint fails to meet the 

requirements o fa  valid complaint set forth at 11 C.F.R. 5 11 1.4(d)(3) because it fails to provide 

any facts which might constitute a violation of the Act or any Commission regulations. Id. The 

Primary Committee argues that a complaint cannot be based solely on information that identifies 

potential violations of the law, but that the complainant must identify within it the alleged 

violations of the law. Id. The Primary Committee m e r  argues that the complaint is 

“completely devoid of any facts” and contains only statements made by Ms. McBride; thus, it 

asserts that the complaint contains no factual allegations that “even suggest a possible violation 

of the law.” Id. Due to the absence of any facts, the Primary Committx alleges that it cannot 

provide a meaningful response because “there is nothing to respond to.” Id. at 3. However, the 

Primary Committee states that if the Commission construes the complrunt as valid, it 

incorporates by reference its response to MUR 4407. Id. 

11 
hojects Section on July 18,1997. The Primary Committee was served with a COPY of Dr. Carfey’s complaint on 
July 24, 1997. 

The Central Enforcement Docket transferred MUR 4544 to the Public Financing, Ethics and Special 
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C. VALIDITY OF COMPLAINTS 

Any person who believes that a violation of the federal election campaign laws’* has 

occurred may file a complaint with the Commission. 2 U.S.C. 8 437g(a~)(l). A complaint shall 

provide the full name and address of the complainant, and the contents of the complaint shall be 

sworn to and signed in the presence of a notary public and notarized. 1 1 C.F.R. 0 1 1 1.4(b). The 

complaint should clearly identify as a respondent each person or entity -who is alleged to have 

committed a violation; identify the source of information which gives rise to the complainant’s 

belief in the truth of statements which are not based on the complainant’s personal knowledge; 

contain a clear and concise recitation ofthe facts which describe a viola.tion; and be accompanied 

by any documentation supporting the facts alleged if such documentation is known of, or 

available to, the complainant. 11 C.F.R. 0 11 1.4(d). l3 

The Office of General Counsel concludes that the complaints in MURs 4407 and 4544 

are legally sufficient. The complaints each contain the full name and address of the complainants 

and were signed and sworn in the presence of a notaries public. 

The complaints also comply with the recommended factors stated at 1 1 C.F.R. 

5 1 1 1.4(d). For instance, the complaint in MUR 4407 clearly identifier; the DNC and Primary 

Committee as respondents who are alleged to have committed violations of the Act and the 

Presidential Primary Matching Payment Account Act, as amended, 26 U.S.C. $5 903 1 et seq. 

(“Matching Payment Act”). See 1 1 C.F.R. 0 1 1 1.4(d)( 1). Although the complainant did not 

12 
@ 9001 et seq. and the Presidential Primary Matching Payment Account Act, as amended, 26 U.S.C. 44 9031 et 
seq. 

13 
11 C.F.R. 5 1 1  1.4. 

These laws consist of the Act, the Presidential Election Campaign Fund Act, as amended, 26 U.S.C. 

The Office of General Counsel notifies complainants when they do not coniply with the factors set forth at 
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have personal knowledge of the violations, the complainant refers to The Choice and the Primary 

Committee disclosure reports as the source of the information which gives rise to its helief in the 

truth of its assertions. See 11 C.F.R. 0 11 1.4(d)(2). 

concise recitation of factual allegations which, as discussed below, describe violations of a 

statute or regulation over which the Commission has jurisdiction. See 11 C.F.R. fi 11 1.4(d)(3). '' 

The complaint also contains a clear and 

The complaint in MUR 4544 also meets the requirements of 11 C.F.R. fi 11 1.4(d). It 

identifies the national Democratic party as an entity who is alleged io have committed violations 

of the Act and the Matching Payment Act. See 11 C.F.R. 8 1 11.4(d)(l). Although the complaint 

in MUR 4544 does not specifically name the Primary Committee as a. respondent who allegedly 

committed a violation, statements made by Ms. McBride, which are part of the complaint, clearly 

refer to violations of federal campaign laws allegedly comrnitted by the Primary Committee. 

Moreover, in references in the complaint and in forwarding the videotape to the Commission, Dr. 

Carley identified the source of information which gave rise to her belief in the truth of her 

assertions against the DNC and the Primary Committee. See 1 1 C.F.R. 8 1 1 1.4(d)(2). The 

complaint in MUR 4544 also contains a clear and concise recitation of factual allegations which, 

'4 
articles containing substantive facts. Commission Memorandum 663. This Office believes that books containing 
substantive facts are no different from newspaper articles containing substantive facts. The attached excerpts from 
The Choice contain substantive factual allegations, such as named persons, particular acts and possible violations of 
federal election campaign laws. See MUR 1641 (complaint satisfied Commission criteria when it referred to 
newspaper article naming particular persons, acts, and alleged violations of the Act). Additional information 
obtained from Behindrhe Ovul Wce, a book written by a close advisor to the President, and various newspaper 
articles bolsters the allegations made in the complaints. See, e.g.. Attachments IO (Bosron Globe article dated 
February 23,1997) and 12 (NationulJournnl article dated May 11,1996). 

' 5  
believes that the complaint's reference to excerpts from The Choice. which are attached as a complaint exhibit, is 
sufficient to constitute a "clear and concise recitation of the facts." 11 C.F.R. 8 11 1.4(d)(3). 

On November 1.5, 1979, the Commission determined to continue to accept complaints based on newspaper 

Although the complaint does not mention any particular advertisements, the Office of General Counsel 
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as discussed in detail below, describes a violation of statutes and regulations over which the 

Commission has jurisdiction. See 11 C.F.R. 9 11 1.4(d)(3).I6 

Finally, both complaints are accompanied by documentation available to the 

complainants, which supports the alleged facts. See 1 1 C.F.R. 5 1 1 1 A(d)(4). The complaint in 

MUR 4407 contains excerpts from The Choice describing the advertisements and meetings 

between the President, Vice President Gore, Primary Committee officials and DNC 

representatives. The complaint in MUR 4407 also contains disclosum reports filed by the 

Primary Committee. The complaint in MUR 4544 was supplemented with a videotape copy of 

Ms. McBride’s C-Span appearance. Therefore, this Office believes that the complaints satisfy 

the requirements of 2 U.S.C. 5 437g(a)(l) and 11 C.F.R. 5 11 1.4(b), as well as the suggestions of 

11 C.F.R. $8 11 1.4(d)(1)-(4).17 

16 The Office of General Counsel believes that videotape copies of press conferences which allege substantive 
facts are no different than newspaper articles or books which allege substantive facts. See supra note 14. Like 
newspapers articles that are referred to in other complaints, the videotape copy of Ms. McBride’s appearance, which 
includes references to the DOJ complaint, as well as the sources cited within the 1305 complaint, demonstrate that 
the alleged violations of the Act, the Matching Payment Act and the Fund Act by the DNC and the Primary 
Committee were based on substantive allegations. See MUR 1641 (complaint satisfied Commission criteria when it 
referred to newspaper article naming particular persons, acts, and alleged violations of the Act). 

17 
266 days after the complaint was filed, not within five days as required by 2 U.S.C. 5 437g(a)(l) and 11 C.F.R. 
5 1 1 I .5(a). Attachment 23 at 2. The Office of General Counsel believes that the failure to not@ a respondent 
within the five-day period does not result in dismissal of the complaint against that respondent because the five-day 
notification period is non-jurisdictional. See 11 C.F.R 8 11 1.5(a). So long as the Office of General Counsel 
notifies a respondent of a complaint, and the respondent is given copies of the complaint, any relevant materials that 
accompanied the complaint, and compliance procedures, as well as a 15-day opportunity to respond to the 
complaint pursuant to 11 C.F.R. 8 11 1.6, the respondent is not prejudiced from the untimely notification. The 
Primary Committee was given such information and the requisite time period to respond to the complaint. 

5 11 l.S@) in MUR 4544. However, because this Office concludes that the complaint in MUR 4544 is sufficient, 
the DNC’s argument is moot. 

The Primary Committee asserts that the MUR 4544 complaint is defective because it received notification 

The DNC also argues that it was entitled to, but did not receive, five days notice pursuant to 11 C.F.R. 
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D. LAW 

1. Contribution Limitatious 

The Act prohibits multicandidate political committees from making contributions to any 

candidate and his or her authorized political committees with respect to any election for federal 

office which, in the aggregate, exceed $5,000. 2 U.S.C. 9 441a(a)(2)(A). Similarly, no candidate 

or political Committee shall knowingly accept any contribution that violates the contribution 

limitations. 2 U.S.C. 0 441a(f). Publicly-fimded general election candidates are barred from 

accepting any private contributions. See 26 U.S.C. 4 9003@)(2). 

Corporations and labor unions cannot make contributions in connection with federal 

elections. 2 U.S.C. 4 441b(a); 11 C.F.R. $9 114.2(a), @). No candidate or political committee 

shall knowingly accept such a prohibited contribution. A political commiaee that accepts 

contributions fiom corporations and/or labor unions for permissible purposes must establish 

separate accounts or committees for the receipt of federal and non-federal funds. 11  C.F.R. 

9 102.5(a). A political committee that maintains both federal and nan-federal accounts shall 

make disbursements for federal elections from its federal account only. 11 C.F.R. 

$102S(a)(l)(i); see also in Colorado Republican Campaign Committee v. FEC, 116 S.Ct. 2309, 

2316 (1996)(“Unregulated soft money contributions may not be used to influence a federal 

campaign.”) 

A contribution includes any gift, subscription, loan, advance, deposit of money or 

anything of value made by any person for the purpose of influencing any election for federal 

office. 2 U.S.C. 3 431(8)(A)(i). “Anything of value” includes all in-kind contributions. 

11 C.F.R. 4 100.7(a)(l)(iii). An expenditure includes any purchase, payment, distribution, loan, 
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advance, deposit, gift of money or anything of value, made by any person for the purpose of 

influencing any election for federal office. 2 U.S.C. 8 43 1 (9)(A)(i). “Anything of value” 

includes in-kind contributions. 11 C.F.R. 5 110.8(a)(l)(iv)(A). 

An expenditure made by any person in cooperation, consultation, or concert, with, or at 

the request or suggestion of, a candidate, his authorized political committees or their agents shall 

be considered a contribution to such candidate. 2 U.S.C. 5 441a(a)(7)Op)(i). In Buckfey v. Vuleo, 

424 U.S. 1,78 (1976), the Supreme Court of the United States explicitly recognized that 

expenditures made in coordination with candidates are “contributions” within the meaning of 

the Act. As the Court stated, the term “contribution” includes “nok only contributions made 

directly or indirectly to a candidate, political party, or campaign committee . . . but also ail 

expenditures placed in cooperation with or with the consent of a candidate, his agents, or an 

authorized committee of the candidate,” and found that, “[s]o defined, ‘contributions’ have a 

sufficiently close relationship to the goals of the Act, for they axe connected with a candidate or 

his campaign.” 424 U.S. at 78. The Court held that payments for cornmunications that are 

independent from the candidate, his or her committee, and his or her agents are free from 

governmental regulation so long as the cormmunications do not “in express terms advocate the 

election or defeat of a clearly identified candidate for federal office.” 424 U.S. at 44,4647. The 

Court held that communications that are authorized or requested by the candidate, an authorized 

committee of the candidate, or an agent of the candidate are to be treated as expenditures of the 

candidate and contributions by the person or group making the expenditure. 424 U.S. at 4647 at 

note 53. The Court stated that coordinated expenditures are treated ;as in-kind contributions 

subject to the contribution limitations in order to ”prevent attempts to circumvent the Act 
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through prearranged or coordinated expenditures amounting to disguised contributions.” 424 

U.S. at 46-47. 

Subsequent cases have reiterated these basic principles. In FEC v. Mussuchusefts 

Citizens for Lif ,  Inc., the Court stated that expenditures by corporations that are made 

independent of any coordination with a candidate are prohibited by 2 U.S.C. Q 441b only if they 

“expressly advocate the election or defeat of a clearly identified candidate.” 479 U.S. 238, 

24849,256 (1986)(quoting Buckley, 424 U.S. at 80). More recently, in Colorudo Republican 

Campaign Committee v. FEC, the Court held that political parties may make independent 

expenditures on behalf of their congressional candidates without limitation. I16 Sect. 2309 

(1996). In Colorado, the Court reiterated the Buckley distinction between independent 

expenditures and coordinated contributions, and focused on whether the expenditures in that case 

were in fact coordinated. The Court noted that in previous cases, it had found constitutional 

“limits that apply both when an individual or political committee contributes money directly to a 

candidate and also when they indirectly contribute by making expenditures that they coordinate 

with the candidate, Q 441a(a)(7)(B)(i).” 116 S.Ct. at 23 13. The Court’s plurality opinion 

expressly declined to address the issue of whether limitations on coordinated expenditures by 

political parties are constitutionally permissible. The opinion notes the similarities between 

coordinated expenditures and contributions: “many such expenditures are also virtually 

indistinguishable fiom simple contributions (compare, for example. a donation of money with 

direct payment of a candidate’s media bills. . . ).” 116 S.Ct. at 2320. 
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2. coordinated Party Expenditures 

The national committee of a political party may make expenditures in connection with the 

general election campaign of its Presidential candidate that do not exceed an amount equal to 

two cents multiplied by the voting age population of the United States. 2 U.S.C. 8 441a(d)(2). 

These “coordinated party expenditures” on behalf of a national party committee’s candidate in 

the Presidential general election campaign are not subject to, and do not count toward, the 

contribution and expenditwe limitations found at 2 U.S.C. $5 441a(a) and (b).” 2 U.S.C. 

8 441a(d). A coordinated party expenditure allows party committees to engage in activity that 

would otherwise result in an excessive in-kind contribution to a candidate. In Colorado, the 

Supreme Court stated that section 441a(d) creates an exception from the $5,000 contribution 

limitation for political parties, and creates substitute limitations on party expenditures. 116 S.Ct. 

at 2313-2314. Conversely, a coordinated party expenditure in excess of the 2 U.S.C. 

0 MIa(d)(2) limitations would constitute an excessive in-kind contribution from the national 

party to the candidate. Coordinated party expenditures do not count against a publicly-funded 

Presidential candidate’s expenditure limitations. 11 C.F.R. 5 110.7(a)(6); see 2 U.S.C. 

0 441a@). 

In determining whether specific communications paid for by parties were coordinated 

expenditures subject to the 2 U.S.C. Q 441a(d) limitations, the Commission has considered 

whether the communication refers to a “clearly identified candidate” and contains an 

“electioneering message.” A 0  1984-15; A 0  1985-14. The term “clearly identified” means that 

the name of the person involved appears, a photograph or drawing of the candidate appears; or 

~ ~~ 

18 The coordinated party expenditure limitation for the 1996 general election was $1 1,994.QO7. 
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the identity of the candidate is apparent by unambiguous reference. 2 U.S.C. 8 431(18). The 

definition of “electioneering message” includes statements designed to urge the public to elect a 

certain candidate or party, or which would tend to diminish public support for one candidate and 

gamer support for another candidate. FEC v. Colo. Republican Fed. Campaign Comm., 59 F.3d 

1015, 1023 (1OthCir. 1995) (citing toA0  1984-15), rev’donothergrounds, 116 S.Ct. 2309 

(1996) (The Court did not address the content of the advertisements at issue); see A 0  1985-14 

(“electioneering messages include statements ‘designed to urge the public to elect a certain 

candidate or party”’) (citing Unitedstates v. UnitedAuto Workers, 352 US. 567,587 (1957)). 

The Commission has also stated that “expenditures pursuant to 2 U.S.C. 0 441a(d) may be made 

without consultation or coordination with any candidate and may be made before the party’s 

general election candidates are nominated.” A 0  1985-14, citing A 0  1984-15. 

3. Allocation 

A political committee that finances political activity in connection with both federal and 

non-federal elections shall segregate funds used for federal elections fiom funds used for non- 

federal elections. 1 1 C.F.R. Q 102.5(a)( I). If a political committee makes disbursements in 

connection with both federal and non-federal elections, it must allocate those disbursements 

between federal and non-federal funds. 11 C.F.R. 8 106.5(a). Allocable disbursements include 

administrative expenses not attributable to a clearly identified candidate, and generic activities 

that urge the general public to register, vote or support candidates of a particular party or 

associated with a particular issue, without mentioning a specific candidate. 11 C.F.R. 

88 106.5(a)(2)(i) and (iv). 
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In Presidential election years, national party committees shall allocate at least 65% of 

their administrative and generic voter drive expenses to their federal accounts. 11 C.F.R. 

Q 106.5@)(2)(i). This allocation is “intended to reflect the national party committees’ primary 

focus on presidential and other federal candidates and elections, while still recognizing that such 

committees also participate in party-building activities at state and local levels . . . .” 
E x p l ~ t i o ~  and Justification for 11 C.F.R. 4 106.5(b), 55 Fed. Reg. 26,063,26,063 (June 26, 

1990). In non-Presidential election years, national party committees shall allocate at least 60% 

of their administrative and generic voter drive expenses to their federal accounts. 1 1 C.F.R. 

4 106.5@)(2)(ii). 

All state and local party committees in states that hold federal and non-federal elections 

in the same year shall allocate their administrative and generic voter drive expenses according to 

the ballot composition method. 1 1 C.F.R. Q 106.5(d)( 1). Under th is  method, expenses shall be 

allocated based on the ratio of federal offices expected to be on the ballot to total federal and 

non-federal offices expected on the ballot in the next general election to be held in that state or 

jurisdiction. 11 C.F.R. Q 106S(d)(l)(i). 

All state and local party committees in states that do not hold federal and non-federal 

elections in the same year shall allocate their generic voter drive expenses according to the ballot 

composition method based on a ratio calculated for that calendar year, and their administrative 

expenses based on a ratio calculated for the two-year Congressional election cycle. 11 C.F.R. 

Q 106.5(d)(2). 
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4. Reporting 

Each treasurer of a political committee shall file reports of its receipts and disbursements. 

2 U.S.C. Q 434(a)(l). Each report shall disclose for the appropriate reporting period all receipts, 

including all contributions received from political party committees. 2 U.S.C. Q 434@)(2)(C). 

Political committees other than authorized committees shall also disclose for the appropriate 

reporting period all disbursements, including contributions made to other political committees, as 

well as expenditures by national committees in connection with the general election campaigns 

of candidates for federal office. 2 U.S.C. $9 434@)(4)(H)(i) and (iv). Each in-kind contribution 

shall be reported as both a contribution and an expenditure. 11 C.F.R. Qf 104.13(a)(l) and (2); 

2 U.S.C. Q 434(b)(4). Moreover, if a political committee is required to allocate disbursements 

between federal and non-federal funds, the treasurer must report the appropriate allocation ratios. 

11 C.F.R. Q 104.10(b)(l). 

5. Public Funding of Primary Campaigns 

The Matching Payment Act governs the public funding of candidates who seek the 

Presidential nomination of a political party. "Candidate," for the purposes of the Matching 

Payment Act, means an individual who seeks nomination for election to be President of the 

United States. 26 U.S.C. Q 9032(2). 

Publicly-funded candidates are subject to expenditure limitations. 2 U.S.C. $8 a l a @ )  

and (c). No publicly-funded primary candidate shall knowingly incur qualified campaign 

expenses in excess of the expenditure limitations applicable under 2 U.S.C. 8 441a(b)(l)(A). 

26 U.S.C. 8 9035(a). Moreover, no candidate or political committee shall knowingly make 

expenditures in violation of the primary election expenditure limitation at 2 U.S.C. Q 441a(b). 
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2 U.S.C. 5 441a(f). An expenditure is made on behalf of a publicly-funded candidate if it is 

made by: an authorized committee or any other agent of the candidate for purpose of making any 

expenditure; or any person authorized or requested by the candidate, an authorized committee of 

the candidate or an agent of the candidate to make the expenditure. 2 U.S.C. 5 441a(b)(2)(B). 

The expenditure limitation for each publicly-fimded candidate who participated in the 1996 

Presidential nominating process was $37,092,000. 2 U.S.C. $5 441a(b)(l)(A) and (c) . 
To be eligible to receive public financing, a candidate must certify to the Commission 

that, inter alia, he or she and his or her authorized committees will not incur qualified campaign 

expenses in excess of the expenditure limitation. 26 U.S.C. 0 9033(b)(1). Moreover, a primary 

candidate must sign a written agreement permitting the Commission to review all qualified 

campaign expenses incurred by the candidate and his or her authorid committees. 26 U.S.C. 

5 9033(a). 

6. Public Funding of Presidential Campaigns 

The Presidential Election Campaign Fund Act, as amended, 26 U.S.C. $5 9001-9013 

(“Fund Act”) applies to the public fmancing of the general election campaign of Presidential and 

Vice Presidential candidates. A “candidate” under the Fund Act is an individual who has been 

nominated for the office of President or Vice President by a major party or has qualified to have 

his or her name on the ballot as the candidate of a political party in 10 or more states. 26 U.S.C. 

8 9002(2). 

Publicly-funded candidates are subject to expenditure limitations. 2 U.S.C. 50 441a(b) 

and (c). No candidate or political committee shall knowingly make expenditures in violation of 

the general election expenditure limitation at 2 U.S.C. $441a(b). 2 U.S.C. 5 441a(f). The 
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expenditure limitation for each publicly-fimded Presidential candidate of a major party who 

participated in the 1996 Presidential general election was $61,820,000. 2 U.S.C. 

§§ 44Wv(l)(B) and (c). 

To be eligible to receive public financing, a candidate must certify to the Commission 

that, inter alia, he or she and his or her authorized committees will not incur qualified campaign 

expenses in excess of the aggregate payments to which they will be entitled. 26 U.S.C. 

0 9003(b). Eligible candidates of each major party are entitled to payments. 26 U.S.C. 

5 9004(a)(l). Moreover, a publicly-funded general election candidate must sign a written 

agreement agreeing, inter alia, to provide evidence of qualified campaign expenses and 

certifying that he or she will not incur qualified campaign expenditures in excess ofthe aggregate 

public fimds to which they are entitled and that they will not accept any contributions to defray 

qualified campaign expenses. 26 U.S.C. $5 9003(a) and (b). 

E. ANALYSIS 

These matters involve possible coordinated expenditures made by the DNC for the 

purpose of influencing President Clinton’s election that resulted in excessive in-kind 

contributions to his Primary Committee, coordinated party expenditures in excess of the 2 U.S.C. 

0 441a(d)(2) limit, or both, as well as other related violations. 

Based on the allegations in the complaints and public information, including disclosure 

reports, the books 7’he Choice and Behind the Oval Ofice, and various press reports,’’ it appears 

that the DNC may have paid for a major advertising campaign in 1995 and 1996, the timing, 

geographic focus and content of which were calculated to further President Clinton’s re-election 

19 
Washington Post article dated October 16, 1997. 

E.g., Boston GIobe article dated February 23, 1997, National Journal article dated May 11, 1996, 
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efforts?' See, e.g., Attachments 1,5,6,7,8, 10, 1 1, 12, and 24. Furthermore, the available 

information indicates that the President and campaign officials directed and actively participated 

in the development of this advertising campaign?' 

Significantly, these matters involve the possible circumvention of expenditure limitations 

imposed upon a publicly-financed Presidential campaign. Expenditure limitations are an integral 

part of the public financing system, and the Supreme Court in Colorado, for example, implicitly 

recognized that different considerations may apply in cases involving candidates who accept 

public funding. See 2 U.S.C. 4 441a(b); 26 U.S.C. $5 9003(b), 9033,9035. Similarly, in 

Republican National Committee v. FEC, the district court held that the burdens on free 

expression, if any, caused by conditioning eligibility for public h d i n g  on a presidential 

candidate agreeing to expenditure limitations do not violate the First Amendment. 487 F. Supp. 

280,284-87 (S.D.N.Y. 1980), afdmem. 445 U.S. 955 (1980); see also Buckley, 424 US. at 57, 

86-108. 

The allegations in these matters also raise questions concerning the relationship between 

a President and his or her party. As titular head of his or her party, the President will necessarily 

interact frequently with officials of the national party, party candidates, office holders, and 

supporters in working toward legislative and policy positions and goals, as well as in the context 

of campaign activity. The crucial question is at what point specific party expenditures become 

20 The available information discusses a campaign of television advertisements; however, it is possible that 
radio or other advertising media were also part of the advertisement campaign. This Oftice's investigation of this 
matter will seek to clarify this question. 

21 It appears that during the initial formulation of the advertising campaign, the Primary Committee planned 
to pay for the advertisements, and that it paid for an initial advertisement concerning assault weapons. However, 
according to the complaint and other available information, it was subsequently decided that the DNC, rather than 
the primary Committee or GEC, would pay for the advertising campaign. 
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in-kind contributions to the President’s campaign or coordinated party expenditures subject to 

2 U.S.C. 0 441a(d). The opinion of this Office is that the distinction between permissible 

interaction and coordinated activity lies in the purpose and content of any resulting expenditure. 

Where, as here, there is information suggesting that campaign oMicials were actively involved in 

planning the advertisement campaign that the President acknowledged was central to sustaining 

public support for him, and where the content, timing and broadcast areas of the advertisements 

appear calculated to bolster the President’s bid for re-election, then there is reason to believs that 

the coordinated expenditures were in-kind contributions to President Clinton’s re-election 

campaign or coordinated party expenditures subject to 2 U.S.C. 0 441a(d)(2).u 

In Behind rhe Oval Ofice, Presidential consultant and author Dick MomsD explains that 

the advertising campaign was the “key” to the President’s re-election campaign strategy: 

[Tlhe key to Clinton’s victory was his early television advertising. . . . In 
1996, the Clinton campaign, and, at the President’s behest, the DNC spent 
upwards of eighty-five million dollars on ads. . . . 

Week after week, month after month, from early July 1995 more or less 
continually until election day in ‘95, sixteen months later, we bombarded the 

~~ ~ 

22 
President’s bid for re-election, the available advertisements do not appear to expressly advocate the election or 
defeat of any candidate. In its response in MUR 4407, the DNC urges dismissal of the complaint, arguing that 
absent such express advocacy the expenditures for the advertisements are not subject to 2 U.S.C. J 441a(d). See 
supra, page 10. This Oflice recommends that the Commission reject this argument. 

While the Supreme Court has limited regulation of independent expenditures to communications 
containing express advocacy because of constitutional concerns, it has not imposed any similar restriction on the 
regulation of coordinated expenditures or other contributions. Express advocacy is not required for the regulation 
of expenditures which are coordinated with candidates and their campaigns, and such expenditures are in-kind 
contributions or Coordinated party expenditures subject to 2 U.S.C. 8 441a(d)(2). Because there is reason to believe 
that the expenditures in these matters were made in cooperation with, and at the d i c t ion  of, the candidate and 
campaign staff, recent cases involving independent expenditures and express advocacy are inapposite. See, e.g., 
Federal Election Commission v. Christian Action Network, 1 10 F.3d 1049 (4th Cir. 1997). 

23 Mr. Morris was a consultant to the President who worked closely with the DNC, the Primary Committee, 
White House staff and §KO. Because he was a key figure in the President’s campaign, his recorded recollections 
provide a basis for the recommended reason to believe findings set forth in this report. 

Although the content, timing and broadcast areas of the advertisements appear calculated to bolster the 
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public with ads. The advertising was concentrated in the key swing states . . . . for 
a year and a half. This unprecedented campaign was the key to success. 

Attachment 8 at 1. And he notes that “voter share zoomed where we advertised.” Id. at 4. 

Mr. Moms states that the intent was to keep the advertisements on the air until election day, in 

order to secure the President’s nomination and re-election. Id. 

The advertising campaign appears to have included advertisements shown in a number of 

battleground states throughout 1995 and 1996. It appears that the advertisements were created 

by SKO andlor the November 5 Group, Inc. (“November 57r)?4 Attachments 3 and 4.. The 

available advertisement copies for 1996 indicate that the advertisements were run on television; 

however, no similar markings exist on the 1995 advertisement copies. 

The advertisements provided by the DNC have a similar tone and style to each other?’ In 

general, they discuss President Clinton’s position on diverse subjects such as Medicare, the 

budget, education, health care, children, taxes and immigration and contrast his views with those 

of the Republicans in Congress, particularly Senator Dole, who eventually became the 

Republican Presidential nominee, and House Speaker Gingrich. 

For example, an advertisement titled “Moral” dated August 1995 states, in part: “The 

Republicans are wrong to want to cut Medicare benefits. And President Clinton is right to 

protect Medicare . . . [sic] right to defend our decision, as a nation, to do what’s moral, good and 

right by our elderly.” Attachment 2 at 37. Another advertisement, titled “Protect” from August 

24 It appears that SKO and November 5 may be interconnected. Attachments 9 and 10. November 5 is a 
District of Columbia corpOratjon that was established on February 5,1996. Attachment 9. Its Board of Directors 
consists of Anthony Parker, William Knapp, and Robert Squier, and, during the period of time leading up to the 
general election, its principal place of business was 51 1 Second Street, N.W., Washington, D.C. 20002. Id This 
address is the same as SKO’s address. Id 

25 
Woodward, as well as in the DNC’s response. See Attachments 1 at 1 1 ,  12, and 2 at 33-51. 

Specific advertisements are identified in attachments to the complaint, excerpts from The Choice, by Bob 
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1995 states: “There is a way to protect Medicare benefits and bdance the budget. President 

Clinton. . . . The Republicans disagree. They want to cut Medicare $270 billion. . . .” Id. at 36. 

While some of the advertisements contrasted the President’s views with Republican 

positions, others were essentially negative attacks on Senator Dole and Speaker Gingrich. An 

advertisement called “Wither” from November 1995, for example, stated 

Finally we learn the truth about how the Republicans want to eliminate Medicare. 
First . . . [sic] Robert Dole. ‘I was there, fighting the fight, voting against 
Medicare, one of 12 -- because we knew it wouldn’t work -- in 1965.’ Now. . . 
[sic] Newt Gingrich on Medicare. ‘Now we don’t get rid of it in round one 
because we don’t think that that’s the right way to go through a transition, but we 
believe it’s going to wither on the vine.’ The Republicans in Congress. They 
never believed in Medicare. And now, they want it to wither on the vine. 

Id. at 40. Twelve of the available advertisements characterize Republicans as opponents to 

President Clinton’s policies; six advertisements imply that Senator Dole and Speaker Gingrich 

are obstacles to passage of President Clinton’s policies in Congress. See id. at 36-5 1. Some of 

the advertisements focused on the budget battle between the President and Congress, contrasting 

the President’s budget plan with Republican plans to cut education, environmental protection and 

health care. See, e.g., id. at 45-46. A number of advertisements link the names of Senator Dole 

and Speaker Gingrich. For example, an advertisement titled “Table” from January 1996 states: 

The Gingrich Dole budget plan. Doctors charging more than Medicare allows. 
Head Start, school anti-drug help slashed. Children denied adequate medical care. 
Toxic polluters let off the hook. But President Clinton has put a balanced budget 
plan on the table protecting Medicare, Medicaid, education, environment. The 
President cuts taxes and protects our values. But Dole and Gingrichidst walked 
away. That’s wrong. They must agree to balance the budget without hurting 
America’s families. 



31 

:f 
5% 

LL 

If! 
iu 

Id. at 47. Similarly, other advertisements refer to the “Dole Gingrich attack ad“ and the 

“DoldGingrich Budget.” Id. at 36-51. It appears that the advertisements continued until mid- 

1996. 

There is reason to believe that the DNC-hded advertising campaign was the result of 

cooperation between the DNC and the President and his campaign organizations. According to 

The Choice, the DNC “functioned as the unofficial arm of the Clinton campaign” and President 

Clinton “directed the committee’s efforts.” Attachment 1 at 10. The Choice describes several 

White House meetings between President Clinton, Vice President Gore, Primary Committee 

officials and DNC officials where the advertisements were discussed. For example, Mr. 

Woodward writes: 

pick] Moms wanted more money from the Clintor?-Gore campaign to run 
television advertising emphasizing the President’s policy of protecting Medicare, 
not cutting it. The crime ads which had run earlier in the summer had been a giant 
smash hit, Morris was still arguing. 

Clinton liked the idea and wondered aloud why they were not up OR the air 
talking about his agenda. 

Terry McAuliffe argued strenuously against spending more money on ads. 
‘They’ll be using our precision money,’ he said. . . . 

Harold Ickes said he agreed 100 percent with McAuliffe. The Clinton- 
Gore money was their insurance policy during the primary season. Even though it 
looked like there was no challenger to Clinton, one could emerge in a flash. 

Id. at 9. 26 It appears that Clinton’s re-election strategists decided to take advantage of Clinton’s 

role as titular head of the Democratic Party to use the DNC’s money to M e r  his re-election. 

26 
of Staff and Terry McAuliffe was the DNC Finance Chairman. 

At the tune these meetings allegedly occurred, Harold Ickes was the President’s Deputy White House Chief 
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For example, Mr. Woodward also alleges that as a result of further discussions about the 

President’s re-election efforts: 

Clinton wanted an ad campaign. Morris was pressing, Ickes and 
McAuliffe were resisting. 

There was only one other place to get the money: the Democratic National 
Committee, which functioned as the unofficial arm of the Clinton campaign. And 
Clinton, as the head of the party, directed the committee’s efforts. The PNC] 
could launch a new fund-raising effort as it had in 1994 when millions had been 
raised in a special effort to televise Pro-Clinton health care reform ads. Though 
opponents of his health care reform plan had spent much, much more, the idea 
was sound. Clinton said he was not going to be drowned out this time, and 
directed a special fund-raising effort. 

Id. at 10. Mr. Woodward further writes: 

In all, some $10 million was raised in the special fund-raising effort . . . to 
finance what eventually became a $15 million advertising blitz. 

For several months, Moms and Robert Squier had been testing a half a 
dozen possible 30-second scripts and television ads a week for possible use. At 
weekly evening meetings in the White House, Clinton went through them, offered 
suggestions and even edited some of the scripts. He directed the process, trying 
out what he wanted to say, what might work, how he felt about it, and what it 
meant. . . . 

Zd. Finally, Mr. Woodward asserts that “Clinton remained heavily involved in the day-to-day 

presentation of his campaign through television advertising. . . . Clinton personally had been 

controlling tens of millions of dollars worth of DNC advertising.” Id. at 11-12. 

In Behind the Oval Ofice, Mr. Moms similarly suggests that the advertising campaign 

was developed with the active participation and interaction of the candidate, campaign staff9 

DNC representatives, White House staff, and the media consultants. 
27 

Mr. Moms states that he 

27 In Behind rhe Ovul Ofice, Mr. Morris states that in addition to the President, Vice President and himself, a 
number of other individuals were involved in White House meetings to discuss the development or creation of the 
advertisements. Attachment 8 at 5. These included White House staff, DNC representatives and campaign officials 
such as Leon Panetta, Harold Ickes, Terry McAuliffe, George Stephanopoulos, Doug Sosnik, Erskine Bowles, 
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reviewed the questionnaires for the polls, the polling results, the scripts and test runs of the 

advertisements with President Clinton. Attachment 8 at 3. He alleges: 

the [Plresident became the day-to-day operational director of our TV-ad 
campaign. He worked over every script, watched every ad, ordered changes in 
every visual presentation, and decided which ads would run where. He was as 
involved as any of his media consultants were. The ads became not the slick 
creations of ad-men but the work of the Plresident himself. . . . 

Id. at 4. Indeed, he states that ‘%he entire fate of Clinton’s presidency hinged on this key 

decision” to run advertisements, and “the decision to advertise early and continually” was one of 

the “keys to victory in ‘96“ and “took us into 1996 with a lead over Dole.” Id at 6. 

It also appears that President Clinton acknowledged to DNC donors that the purpose of 

the DNC-funded advertisement campaign was to bolster the President’s election bid. A 

videotape released by the White House reportedly shows the President addressing DNC donors 

invited to a May 21, 1996 White House lunch and stating: 

Many of you have given very generously and thank you for that [. . . ] The fact 
that we’ve been able to finance this longrunning constant television campaign . . . 
where we’re always able to frame the issues . . . has been central to the position I 
now enjoy in the polls, [. . . The ads helped] sustain an unbroken lead for five and 
a half months. 

Attachment 24 at 1. 

Based on the foregoing information, at this time it appears that these matters do not 

involve independent expenditures. An “independent expenditure” is an expenditure that 

expressly advocates the election or defeat of a clearly identified candidate which is made without 

cooperation or consultation with any candidate or any authorized committee or agent of a 

Senator Chris Dodd, Peter Knipht, and Ann Lewis. In addition, a number of consultants attended these strategy 
meetings including Robert Squier, Bill Knapp, Marius Pencmer, Hank Sheinkopf, Mark Penn and Doug Schoen. 
Mr. Squier and Mr. Knapp are partners in SKO, Mr. Pencmer is a media consultant; Mr. Sheinkopf is a media 
consultant with the f m  of Austin-Sheinkopf; and Mr. Penn and Mr. Schoen are pollsters. Id at 2-5. 
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candidate, and which is not made in concert with, or at the suggestion of, any candidate or any 

authorized committee or agent of a candidate. 2 U.S.C. 8 431(17); 'I 1 C.F.R. 8 109.1. 

Conversely, any expenditure that is made with cooperation or consultation, in concert with, or at 

the suggestion of any candidate, agent of a candidate, or authorized committee cannot be an 

independent expenditure. Rather, such a coordinated expenditure is an in-kind contribution to 

the candidate. 2 U.S.C. $441a(a)(7)(B)(i). 

Likewise, the information presently available to the Commission suggests that these 
. .- 

matters do not involve legislative advocacy advertisements like the advertisements at issue in 

A 0  1995-25 and MUR 4246. In A 0  1995-25, the Commission concluded that costs related to 

advertisements focusing on national legislative advocacy activity and the promotion of the 

Republican Party were allocable between the Republican Party's federal and non-federal 

accounts pursuant to 11 C.F.R. $9 106.5@)(2)(i) and (ii). However, d i e  the situation in A 0  

1995-25, here the timing of the media campaign, the apparent coordination between campaign 

officials and the DNC, and the content of the advertisements together give reason to believe that 

the purpose of the advertising campaign was to influence the election of President Clinton. 

In MUR 4246, this Office recommended that the Commission enter into a pre-probable 

cause conciliation agreement 

However, the events in 

MUR 4246 occurred in 1993, the year immediately following the President's election, whereas 

the advertisement campaign at issue here occurred during the primary and general election 

! 

i 

! 
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campaigns. 28 Furthermore, in MUR 4246 there were no facts to suggest that any amount at issue 

was expended in cooperation with the President and for the purpose of influencing his election. 

To the contrary, the facts and circumstances oEMUR 4246 suggest that the respondents’ 

advocacy of the President’s health care reform initiative was specifically calculated to sway 

public opinion in favor of the Democratic Party, and its candidates in general. See MUR 4246, 

First General Counsel’s Report dated December 24, 1996 at 19-24. 

It appears that the total amount spent on the advertising campaign was between 

$15,000,000 and $50,000,000~9 The DNC directly paid $2,703,034.67 to SKO and/or 

November 5 between January 1, 1995 and August 28, 1996, the date that President Clinton 

received the Democratic Party nomination for President of the United States.30 See 11 C.F.R. 

5 9033.5(c). The DNC reported the purpose of these expenditures as “media,,” and it therefore 

appears that this amount was paid for the advertising campaign. Attachment 5. 

The advertisements provided with the DNC’s response to the complaint aired between 

August 16,1995 and July 16,1996. The DNC disclosure reports for these periods ( Januq  22, 

28 
party event, the Commission has presumed that, if the candidate for President appears at an event prior to January 1 
of the year of the Presidential election, the candidate’s appearance is presumed to be party-related and the 
candidate’s party may reimburse the candidate’s expenses. 1 1 C.F.R. 5 I 10.8(e). Conversely, if an event is on or 
after January I of the Presidential election year, any related contributions or expenditures are presumed to be 
governed by the Act’s contribution and expenditure limitations. Id Either presumption may be rebutted by 
demonstrating that the candidate’s appearance at the event was or was not party-related. I 1 C.F.R. 
$ 110.8(~)(2Xiii). 
29 The total amount that the DNC spent on the advertising campaign is not clear. The complaint in MUR 
4407 alleges that the cost was $25,000,000. The Choice puts the cost at $15,000,000. Attachment 1 at 10. In 
Behindthe d a l  OBce Dick Morris states that the DNC spent $35,000,000. Attachment 8 at 1-2. Based on this 
Office’s preliminary review of DNC disclosure reports for the periods covering July 1,1995 through September 30, 
1996, it is possible that the total amount spent on the advertisement campaign may have been as much as 
$50,485,000. A full investigation of this matter is necessary to determine the correct amount involved. Throughout 
this report, this Ofice has used the S25,000,000 figure from the complaint in MUR 4407. 

30 
September 30, 1996. Attachment 5. 

In the context of party reimbursement of a Presidential candidate’s expenses arising from appearing at a 

This figure is derived From a review of DNC disclosure reports for periods covering July 1, 1995 through 
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1996; April 15, 1996; July 15, 1996; and October 15, 1996) indicate that the DNC allocated 60% 
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of its disbursements to SKO and November 5 between July 1, 1995 through December 3 1, 1995 

to its federal accounts, and 65% of its disbursements to SKO and November 5 to its federal 

accounts for the periods between January 1,1996 and September 30,1996. 3’ See id. 

In addition to the amounts disbursed by the DNC directly to SKO and November 5, it 

appears that the DNC indirectly funneled millions of additional dollars to SKO and November 5 

through the accounts of various state Democratic Party committees (“state committees”) as 

intermediaries. See, e.g., Attachment 1 1. Based on the similarity of the timing and amounts of 

the transfers, the reported purpose of the disbursements, and the statements of state committee 

officials, it appears that the funds paid to SKO and November 5 through state committee 

accounts were DNC funds, not state committee funds, and that the DNC used the state committee 

accounts to take advantage of state allocation ratios, which allow a greater percentage of funds 

for administrative expenses to be paid fkom non-federal accounts. See 11 C.F.R. 5 106.5(d). 

Specifically, it appears that upon receipt of these DNC h d s ,  state committees quickly 

disbursed the transferred amounts, often on the day of receipt, to §KO and/or November 5 for the 

purchase of advertisements. 32 See, e.g., Attachment 1 1. Furthermore, available information 

suggests that state committee officials may have believed that state committee disbursements to 

SKO and November 5 were made with DNC h d s  at the DNC’s behest. For example, it is 

3 1 The DNC allocated the cost of these advertisements, apparently based on its contention that the 
advertisements were legislative advocacy advertisements and thus allocable as either administrative expenses or 
generic voter drive costs. See A 0  1995-25; I 1  C.F.R. 5 106.5. 

32 Because of the distinct similarity between the timing and the amounts of the transfers from the DNC to the 
state committees, and the tramfen from the state committees to SKO and November 5, no fmt-in/first-out, or first- 
idast-out analysis has been performed on these kansfen prior to making the reason to believe recommendatiom set 
forth in this report. 
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reported that Jo Miglino, the Florida Democratic Party Communications Director, when asked by 

James A. Barnes, a reporter from The National Journal, about advertisements aired in Florida, 

stated, ‘Yhose [advertisements] aren’t ours; those are the DNC’s.” Attachment 12 at 4. Barbara 

Guttman, the Illinois Democratic Party Press Secretary, reportedly gave a similar response when 

Mr. Barnes asked about advertisements aired in Illinois; mting, “The DNC and Squier kind of 

review the numbers and the points. . . . The DNC pays for it.” Id. Finally, Tony Wyche, the 

Missouri Democratic Party Communications Director, when asked by Mr. Barnes about the 

authority his state committee had over the ads, is reported to have responded “We have to agree 

to do it. . . . put][i]t’s just a techtni~ality.”~ Id. 

This Ofice has identified DNC transfers to state committees totaling approximately 

$54,000,000 from various federal and non-federal accounts between January 1,1995 through 

August 28,1996.” At this time it is not clear how much of this total amount was related to the 

33 
The DNC t r a n s f d  $599,801 to New Mexico from federal and non-federal accounts between January 1. 1996 and 
August 28,1996. During this period, New Mexico reported disbursements totaling $53 1,866 to SKO andor 
November 5. For example, on January 1 I. 1996, the DNC transferred $29,640 ($10.967 or 37% from its federal 
account + $18,673 or 63% from its non-federal account) to New Mexico. On January 19,1997. New Mexico 
reported receiving $10.967, the federal funds from the DNC. On the same day, New Mexico disbursed 329,639.20 
($1 1,263.20 (federal account) + $18,367 (non-federal account)) to SKO for “generic media.” The total disbursed hy 
New Mexico was virtually identical to the total transfemed from the DNC. Based on the DNC‘s contention that 
these advcltisements are allocable, if the DNC had directly disbursed $29,640 to SKO, it would have been required 
to pay $19,266 from its federal m u n t s  and $10,374 from it9 non-federal accounts. See 11 C.F.R 5 106.S(b)(2)(i). 
However, by traosfening the money to New Mexico, the DNC “saved” $8,299 in federal money ($I 1,263.20 (state 
allocation ratio) compared to $19,266 (national party allocation ratio)). Therefore. ifthe advertisements were 
allocable expenditures, the DNC would have “saved” substantial federal funds each time it m s f e m d  federal and 
non-federal funds to a state committee for the purchase of advertisements. 

Since it appears that the DNC and state committees paid SKO and November 5 in part with funds from 
non-federal accounts, some of the funds that were used for these in-kid contributions may have come from 
improper sources, such as excessive contributions, f inds from foreign nationals, or contributions in the name of 
another, that may give rise to FECA violations. See2 U.S.C. $5 441a(a). Mla(f), Mle, 441f. 

DNC tmmfen to the Democratic Party of New Mexico rNew Mexico”) illustrate the pattern of activity. 

34 
through September 30,1996. Attachment 5. 

This figun is derived from a review of DNC disclosure reports for the periods covering January 1,1995 
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advertisement campaign. This Office has also examined disclosure reports for all 50 state 

committees and the District of Columbia, for the periods from January 1, I995 through June 30, 

1997. As a result of the review of 24 of the state committee disclosure reports, this Office has 

identified DNC transfers totaling approximately $9,865,000 to state committees, who, in turn, 

disbursed approximately $6,350,000 to SKO and/or November 5. 32 Further investigation is 

necessary for this Office to determine the exact amount which was disbursed through the state 

committees for the advertising campaign, and which should be included in the calculation of the 

total amount which the DNC expended?6 

Based on the information available at this time and the allegations of the complaints, it is 

not clear whether the expenditures for the advertisement campaign should be treated as excessive 

in-kind contributions from the DNC to the Primary Committee, coordinated party expenditures 

that exceeded the DNC’s 2 U.S.C. 0 441a(d)(2) limitation, and thus, were in-kind contributions 

to the GEC, or some combination of both. This Office concludes that reason to believe findings 

for both alternatives are appropriate. 

As a multicandidate committee, the DNC was permitted to contribute only $5,000 to the 

Primary Committee and President Clinton. The Qffice of General Counsel therefore 

recommends that the Commission f i d  reason to believe that the Democratic National 

Committee and Carol Pensky, as treasurer, made excessive in-kind contributions to the 

35 
the data in the other 26 state committee disclosure reporta is examined and totaled. 

36 
makiig any recommendation at this time concerning possible violations by state committees. 

This Office notes that this amount is an approximate calculation which may significantly increase once all 

In order to focus these matters and best utilize the Commission’s limited resources, this Office is not 
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ClintodGore ‘96 Primary Committee, Inc. and President William 3. Clinton in violation of 

2 U.S.C. 3 441a(a)(2)(A)?’ 

Because it appears that the advertisement campaign was for the purpose of influencing 

President Clinton’s election, and that President Clinton and his campaign officials were involved 

in the development and creation of the advertisements, this Office recommends that the 

Commission find reason to believe that the ClintodGore ‘96 Primary Committee, Inc., its 

treasurer, Joan Pollitt, and President William J. Clinton violated 2 U.S.C. 9 441a(f) by accepting 

these excessive in-kind contributions. 

As a prerequisite to receiving public funds, President Clinton signed a written agreement 

certifying to the Commission that he and his Primary Committee would not incur qualified 

campaign expenses in excess of $37,092,000. See 26 U.S.C. $9 9033(a), 9033(b)(1) and 9035(a). 

As of December 3 1,1996, the Primary Committee reported qualified campaign expenditures 

totaling $30,171,336.74. To the extent that the expenditures for the advertising campaign were 

for the purpose of influencing President Clinton’s primary election campaign, they count against 

the Primary Committee expenditure limitation. The Office of General Counsel therefore 

recommends that the Commission find reason to believe that the ClintodGore ‘96 Primary 

Committee and Joan Pollitt, as treasurer, and President William J. Clinton exceeded the overall 

expenditure limitation in violation of 2 U.S.C. $5 441a(b)(I)(A) and 441a(f), and 26 U.S.C. 

5 9035(a). 

While the available information indicates that the advertisements may have been focused 

on the primary election, investigation ofthis matter is necessary to explore this issue. 

37 
$1,861.21. Attachment6. 

On September IS, 1995, the DNC made M in-kind contribution to the Primary Committee in the amount of 



40 

mc 
.rt 

a 
I 

c3 
rtt 

Therefore, this Office recommends alternative reason to believe findings that some portion, or 

all, of the expenditures made for the advertisement campaign were coordinated party 

expenditures related to the general election that exceeded the 2 U.S.C. 0 441a(d)(2) limitati0n.3~ 

The coordinated party expenditure limitation for the 1996 Presidential general election 

was $1 1,994,007. Although the DNC reported coordinated party expenses, as of July 3 1, 1997, 

totaling $8,3 14,020.75, none of the advertisements at issue here appears to be included in this 

amount. When the apparent cost of the advertisement campaign is added to the amount of the 

reported coordinated party expenses, the amount exceeds the 2 U.S.C. 9 441a(d)(2) expenditure 

limitations. This Office therefore recommends that the Commission find reason to believe that 

the Democratic National Committee and Carol Pensky, as treasurer, exceeded the 2 U.S.C. 

8 441a(d) coordinated party expenditure limitations in violation of 2 U.S.C. §441a(f). This 

Ofice further recommends that the Commission find reason to believe that the ClintonlGore ‘96 

General Committee and Joan Pollitt, as treasurer, accepted excessive contributions from the 

38 
nomination. If the canipaign had paid for these advertisements and if they were considered qualified campaign 
expenditures, the cost of these advertisements may have been attributed to the primary election expenditure 
limitation. 11 C.F.R. 55 9034.4(e)(5) and (6)(ii); see CJ Final Repayment Determination in Reagan-Bush ‘84 
General (July 1 1, 1988). However, the purpose of some or all of the advertisements may have been to influence the 
general election. This Office has compared the text of television advertisements funded by the DNC with videotapes 
of television advertisements funded by the Primary Committee (the latter were received pursuant to an audit 
subpoena). There appear to be substantial similarities between the television advertisements funded by the DNC 
and those funded by the ]primary Committee. 

39 Although coordinated party expenditures may be made before the party’s general election candidates are 
nominated, the timing of the advertisements is relevant to detennining how they should be allocatsd between the 
primary and general election campaigns, and what so& of funds may be used to pay for them. See A 0  1984-15, 
A 0  1985-14. Developments in public fmmcing cases and the Commission’s regulations since the issuance of A 0  
1984-15 have emphasizedthe importance of the timing of expenditures. For example, the Commission 
acknowledged the significance of both timing and purpose in its recently revised regulations at 11 C.F.R. 
5 9034.4(e), which set forth rules for attributing expenditures between the primary and general electior. limitations 
far candidates who receive both primary and general public funds. Under these regulations, expenditures for 
communications are allocated based on the date of broadcast; media production costs for media used both before 
and after the date of nomination are attributed 50% to the primary campaign and 50% to the general campaign. 
1 1 C.F.R. 55 9034.4(e)(5) and ( 6 x 3  

Most, if not all, of the advertisements apparently were created and broadcast prior to President Clinton’s 
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Democratic National Committee in violation of 2 U.S.C. 441a(f). This Office also 

recommends that the Commission find reason to believe that President Clinton and Vice 

President Gore accepted excessive contributions from the Democratic National Committee in 

violation of 2 U.S.C. 441a(f). 

To the extent that the expenditures exceeded the 2 U.S.C. 0 441a(d)(2) limitations, they 

were in-kind contributions from the DNC to President Clinton, Vice President Gore and the 

GEC. President Clinton and Vice President Gore signed a written agreement certifying that they 

would not incur qualified campaign expenditures in excess of the aggregate public funds to 

which they are entitled. See 26 U.S.C. 9003(b)(l). The general election limitation was 

$61,820,000.00, and the reported amount of expenditures as of July 15,1997, was 

$62,109,491.01 (apparently already exceeding the limitation by $289,491.01). This Office 

therefore recommends that the Commission find reason to believe that the ClintodGore ‘96 

General Committee and Joan Pollitt, as treasurer, exceeded the general election expenditure 

limitation in violation of 2 U.S.C. $4 441a(b)(l)(B) and 441a(f). This Office also recommends 

that the Commission find reason to believe that President William J. Clinton and Vicz President 

Albert Gore, Jr. exceeded the general election expenditure limitation in violation of 2 U.S.C. 

§§ 44W)(l)(B) and 441a(f). 

There is reason to believe that the DNC made in-kind contributions to the Primary 

Committee, or made coordinated party expenditures in excess of the 2 U.S.C. 441a(d)(2) 

limitations that constituted in-kind contributions to the Primary Committee, the GEC, or both, by 

paying for an advertisement campaign in 1995 and 1996 to benefit President Clinton’s re- 

election campaign. The DNC did not report the disbursements for the advertisements as 
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contributions to the Primary Committee or the GEC. Nor did it report the expenditures as 

coordinated party expenditures. Since the expenditures were not allocable, there is reason to 

believe that the DNC improperly reported the disbursements when it allocated its direct 

disbursements to SKO and November 5. Further, there is reason to believe that the DNC 

improperly reported the transfers to the state committees, which may have been payments to 

SKO and November 5 that were funneled through the state committees to disguise their origin. 

Therefore, the Office of General Counsel recommends that the Commission find reason to 

believe that the Democratic National Committee and its treasurer, Carol Pensky, violated 

2 U.S.C. 0 434(b)(4). 

Moreover, there is reason to believe that the Primary Committee was required to report 

the cost of these advertisements as both contributions and expenditures but failed to do so. See 

11 C.F.R. Q 104.13(a). Therefore, the Office of General Counsel recommends that the 

Commission find reason to believe that the ClintodGore ‘96 Primary Committee and its 

treasurer, Joan Pollitt, violated 2 U.S.C. $5 434(b)(2)(C) and 434(b)(4) and 11 C.F.R. 

Q$ 104.13(a)(l) and 104.13(a)(2). 

Further, since the advertisement campaign may have been related to the general election 

in whole or in part, there is reason to believe that the GEC was required to report the cost of the 

advertisements, to the extent that they exceeded the 2 U.S.C. 5 441a(d)(2) limitation, as both 

contributions and expenditures but failed to do so. See 11 C.F.R. Q 104.13(a). Therefore, the 

Office of General Counsel recommends that the Commission find reason to believe that the 

ClintodGore ‘96 General Committee and its treasurer, Joan Pollitt, violated 2 U.S.C. 

QQ 434(b)(2)(C) and 434(b)(4) and 1 1 C.F.R. $5 104.13(a)( 1) and 104.13(a)(2). 
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It also appears that the DNC used fimds from its non-federal accounts to pay for these 

advertisements. These accounts likely contained corporate and labor organization contributions, 

which are prohibited with respect to federal activities. Therefore the Office of General Counsel 

recommends that the Commission find reason to believe that the DNC and its treasurer, Carol 

Pensky, violated 2 U.S.C. Q 441b(a) and 11 C.F.R. Q 102.5(a). Further, it appears that the 

campaign committees and the candidates knew that non-federal funds were wed to pay for these 

advertisements. Therefore, the Office of General Counsel recommends that the Commission find 

reason to believe that the ClintodGore '96 Primary Committee and its treasurer, Joan Pollin; the 

ClintodGore '96 General Committee and its treasurer, Joan Pollitt; President William J. Clinton 

and Vice President Albert Gore, Jr. violated 2 U.S.C. Q 44lb(a). 

111. 

In order to clarify the facts surrounding the advertisements, this Office plans to 

investigate this matter by issuing document and deposition subpoenas, as well as through 

informal discovery where practicable. 

This Office is also exploring whether the 

burdens of discovery may be reduced, and the case may be processed more quickly, through the 

use of admissions by the respondents in connection with facts which the respondents do not 

contest. To the extent that the respondents indicate that particular factual matters are not in 

dispute, further discovery would not be warranted. 

This Office seeks authority to depose a number of individuals specifically mentioned in 

The Choice, Behindthe Oval O$ce, or in media accounts as persons with direct knowledge of 
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meetings that led to the creation of the advertisements in question, or who held positions where 

they would have had knowledge of the advertisement campaign, such as officials of the DNC. 

Initially, we seek authority to depose several key individuals, including Dick Moms; SKO 

employees Robert Squier, William Knapp, Betsy Steinberg and Jamie Sterling; media 

consultants Hank Sheinkopf and Marius Pencner; pollsters Mark Penn and Doug Schoen; White 

House Staff Erskine Bowles, Leon Panetta, George Stephanopoulos, Doug Sosnik, Harold Ickes 

and Marsha Scott; DNC official Teny McAuliffe; Primary Committee staffPeter Knight, and 

state committee staff Jo Miglino.4’ These individuals may possess information that demonstrates 

whether the advertisements were made “in cooperation, consultation, or concert with, or at the 

request or suggestion of’ President Clinton, canpaign officials and their agents and whether the 

advertisements were for the purpose of influencing President Clinton’s election. See 2 U.S.C. 

$9 43 1(8)(A)(i), 441a(a)(7)(B)(i) and 441a(b)(2)(B). Moreover, the investigation will clarify 

whether the advertisements were related to the primary election, the general election or both, and 

whether the advertisements were coordinated party expenditures. 

TRis Ofice also seeks subpoena authority for the production of documents related to the 

advertisements by each of these individuals, as well as SKO and November 5, the Primary 

Committee, the GEC, the DNC, President Clinton, Vice President Gore and the Executive Office 

of the President. This Office anticipates that such documentation will enable us to examine dl of 

the advertisements in this matter, as well as Primary Committee television advertisements aired 

40 Based on the results of our investigation, it may not be necessary to depose all of these individuals. 
Moreover, because of the apparent involvement of the President and Vice President in the creation and development 
of the advertisements, it may prove necessary during the investigation to depose President William J. Clinton and 
Vice President Albert Gore., Jr. However, this Office is not seeking authorization for depositions of these 
individuals at this time. 
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during the same time as the advertisements? Moreover, this Office anticipates that the 

documentation will enable us to determine the total amount spent by the DNC, the Primary 

Committee, and the GEC for advertisements!2 Finally, the review of documents produced 

pursuant to the subpoenas will allow this Office to determine the best order in which to take 

depositions and to prepare the best questions to put to the deponents. 

IV. 

1. 

2. 

3. 

4. 

5. 

Find reason to believe that the Democratic National Committee and Carol Pensky, as 
treasurer, made excessive contributions to the Clinton/Gore ‘96 Primary Committee, Inc. 
and President William J. Clinton in violation of 2 U.S.C. 0 441a(a)(2)(A); 

Find reason to believe that the ClintodGore ‘96 Primary Committee, Inc., its treasurer, 
Joan Pollitt, and President William J. Clinton accepted excessive contributions from the 
Democratic National Committee in violation of 2 U.S.C. fj 441a(f); 

Find reason to believe that the ClintonlGore ‘96 Primary Committee, Inc., its treasurer, 
Joan Pollitt, and President William J. Clinton exceeded the expenditure limitation for the 
1996 Presidential nominating process in violation of 2 U.S.C. $4 441a(b)(l)(A) and Q and 
26 U.S.C. $ 9035(a); 

Find reason to believe that the Democratic National Committee and Carol Pensky, as 
treasurer, exceeded the coordinated party expenditure limitations in violation of 2 U.S.C. 
§ 4 4 W ;  

Find reason to believe that the ClintodGore ‘96 General Committee, Inc., its treasurer, 
Joan Pollitt accepted excessive contributions from the Democratic National Committee in 
violation of 2 U.S.C. 0 441aQ; 

41 
privilege, which Mr. Woodward would certainly invoke, the Commission would have to show that it was unable to 
obtain the information sought from any other source. Brunzburgv. Hayes, 408 U.S. 665 (1972); N.L.R.B. v. 
Murtesnen, 701 F. Supp. 244 (1988). Until the fruits of discovery from other sources are evaluated, there is no 
purpose to be served by attempting to compel broad discovery from Mr. Woodward. This Office does not believe 
that the journalist’s privilege protects Mr. Moms, who has knowledge of the events in question because he was a 
participant, not an investigative journalist. 

42 

This Office does not recommend seeking discovery from Bob Woodward. To overcome the journalist’s 

Staff of this OfEce will coordinate ow i n v e s t i g a t i A i s  matter with staff assigned to other enforcement 
matters involving the DNC or the ClintodGore ‘96 C pinees. &ea mwwked //a / f $  
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6. Find reason to believe that President William J. Clinton and Vice President Albert Gore, Jr. 
accepted excessive contributions from the Democratic National Committee in violation of 
2 U.S.C. Q441a(f); 

7. Find reason to believe that the ClintodGore ‘96 General Committee, Inc., its treasurer, 
Joan Pollitt exceeded the expenditure limitation for the 1996 Presidential general election 
in violation of 2 U.S.C. $9 441a(b)(l)(B) and 441a(f); 

8. Find reason to believe President William J. Clinton and Vice President Albert Gore, Jr. 
exceeded the expenditure limitation for the 1996 Presidential general election in violation 
of 2 U.S.C. $5 441a@)(l)(B) and 44Ia(f); 

9. Find reason to believe that the Democratic National Committee and Carol Pensky, as 
treasurer, failed to properly report coordinated party expenditures and contributiuns that it 
made to the ClintodGore ‘96 Primary Committee, Inc. and to the ClintodGore ‘96 General 
Committee, Inc. and President William J. Clinton in violation of2 U.S.C. 0 434(b)(4); 

10. Find reason to believe that the ClintodGore ‘96 Primary Committee, Inc., and its treasurer, 
Joan Pollitt, failed to report in-kind contributions that it received from the Democratic 
National Committee as contributions and expenditures, in violation of 2 U.S.C. 
$0 434@)(2)(C) and 434(b)(4) and 11 C.F.R. $5  104.13(a)(l) and 104.13(a)(2); 

1 1. Find reason to believe that the ClintodGore ‘96 General Committee, Inc., and its treasurer, 
Joan Pollitt, failed to report in-kind contributions that it received from the Democratic 
National Committee as contributions and expenditures, in violation of 2 U.S.C. 
Q Q  434@)(2)(Cf and 434(b)(4) and 11 C.F.R. Q Q  104.13(a)(l) and 104.13(a)(2); 

Find reason to believe that the Democratic National Committee and its treasurer, Carol 
Pensky, disbursed funds from its non-federal account in connection with a federal election 
in violation of 2 U.S.C. $441b(a) and 11 C.F.R. Q 102.5(a); 

12. 

13. Find reason to believe that the ClintodGore ‘96 Primary Committee and its treasurer, Joan 
Pollitt; the ClintodGore ‘96 General Committee and its treasurer, Joan Pollitt; President 
William J. Clinton and Vice President Albert Gore, Jr. knowingly accepted prohibited 
contributions in violation of 2 U.S.C. Q 441b(a). 

Authorize the Office of General Counsel to depose the following individuals: 14. 

Dick Moms, Robert Squier, William Knapp, Erskine Bowles, Leon Panetta, Harold Ickes, 
Terry McAuliffe, Jo Miglino, Hank Sheinkopf, Marius Penczner, Mark Penn, Doug 
Schoen, George Stephanopoulos, Doug Sosnik, Jamie Sterling, Betsy Steinberg, Marsha 
Scott and Peter Knight; 
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15. Authorize the Office of General Counsel to subpoena documents from the following 
individuals and entities: 

Dick Morris, Robert Squier, William Knapp, Erskine Bowles, Leon Panetta, Harold Ickes, 
Teny McAuliffe, Jo Miglino, Hank Sheinkopf, Marius Pencmer, Mark Perm, Doug 
Schoen, George Stephanopoulos, Doug Sosnik, Peter Knight, Jamie Sterling, Betsy 
Steinberg, Marsha Scott, the ClintodGore ‘96 Primary Committee, Inc., and its treasurer, 
Joan Pollitt, the ClintodGore ‘96 General Committee, Inc., and its treasurer, Joan Pollitt, 
the Democratic National Committee, and its treasurer, Carol Pensky, Squier Knapp Ochs 
Communications, the November 5 Group, Inc., President William J. Clinton, Vice 
President A1 Gore, Jr., and the Executive Office of the President; 

16. Approve the attached sample subpoenas; 

17. Approve the attached Factual and Legal Analyses; and 

18. Approve the appropriate letters. 

&97 

Attachments: 

1. 
2. 

3. 

4. 

5. 

6. 
7. 

8. 
9. 
10. 
11. 
12. 

Dole for President, Inc. Complaint dated July 2, 1996 
Democratic National Committee response to Dole for President, Inc. Complaint, dated 
August 16,1996 
ClintodGore ‘96 Primary Committee, Inc. response to Dole for President, Inc. complaint 
received August 19,1996 
Letter from Democratic National Committee, supplementing its response, dated 
September 26,1996 
Federal Election Commission disclosure reports filed by the Democratic National 
Committee, dated January 22, 1996; April 15, 1996; July 15, 1996; and October 15, 1996 
Disclosure report filed by the Democratic National Committee, dated January 22, 1996 
Disclosure report filed by the ClintodGore ‘96 Primary Committee, Inc. for period 
December 1,1996 through December 3 1, 1996 received by Cormnission on 
January 31,1997 
Excerpts from Behind the Oval Ofice 
Corporation Information Pertaining to The November 5 Group, Inc. 
Boston Globe article dated February 23, 1997 
Democratic Party of New Mexico Transfer and Disbursement Chart 
National Journal article dated May 11,1996 
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13. 
14. 

15. 
16. 
17. 
18. 
19. 
20. 
21. 

22. 
23. 
24. 
25. 

Sample deposition subpoena 
Two sample document subpoenas and orders to submit written answers (Robert D. Squier 
and Jo Miglino) 
Factual and Legal Analysis for the Democratic National Committee 
Factual and Legal Analysis for the ClintodGore ‘96 Primary Committee, Inc. 
Factual and Legal Analysis for President William J. Clinton 
Factual and Legal Analysis for ClintonIGore ‘96 General Committee, Inc. 
Factual and Legal Analysis for Vice President Albert Gore, Jr. 
Rebecca Roczen Carley, M.D., Complaint dated October 21,1996 
Letter from Rebecca Roczen Carley, M.D., dated November 8, 1996 and 
November 25, 1996 (with relevant attachments) 
DNC response to Dr. Carley’s Complaint, dated November 20, 1996 
Primary Committee’s response to DC. Carley’s Complaint, dated August 13, 1997 
Washington Posr article, dated October 16, 1997 
Common Cause complaint filed with the United Stated Department of Justice, dated 
October 9, 1997 
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(b) Political Paw Committees ............................................... ........................ "........ 
(c) Other poEt*ll Connanm .................................................................................. 
(d) TR. c&xikIate ...................................................... " 

(e) TWMLCONTRIElKlONS (othc thur bsml ( N o  17(11. 17@). 17(CJ w 17(d)).. 
I .... ......................... 

la. TRANSFERS FROM OTHER AL~WRUED COMMITIEES ...- .............................. ". 
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2i.OTHER RECEIPTS (DividenQI . htmQ .k) ........ I ................................ I ............. I.. 

(b) FundWng ................................................................. ".. ......-.... "-............ ..... 

24.TRANsFERsTO OTHER WTHOAIZED COMMl'nrrS ._ ..................................... 
26 NNIDRAISING MSBURSSEMENTS .* ................................. . .....-.-.. ...................... 
28.D(EHFf LKIk ANQ ACCOUISTING MSBURSWENTS ...................................... . 
z?.w REPAWENTS MAW: _---................. ".I (a -of m ~ o r ~ b Y  - 

(b) ocher R.wm.n(. ............. I .................... .." .._...-.........a . ....-...... ".. ......... Y ............ 
(e) lUT.AL IAW RERIndEMs MA(x (Add ma) and 27(b)) ......._-.._._. ... .......... 

28.REFUNDS OF M ~ I B U T ~ O F I S  ~ a :  
( a ) h d M c f u o U R I M n . O U u R s n ~ ~ r a  .-. " ......................... ....... " 
(b) PotiIw P* cMmM.a .... I .__.......... " ...... " ...... ............................................... 
( 0 ) O a U r P O U L W ~  ..........-..... .."......."..*..........._..""...*"............ ........... " 
(e) TOTAL CONTR~BUTION REFUNDS ow zwa). mt~i ud ZINC)) .............. . ........... 

29 OTHER DISBURSEHErn ......... . ..............._._.._. "" .......... ".." ..... .. ...................... .. 
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3 -- [NOVEMBER 5 GROW INC/DC] 
1 COPYRIGHT 1997 DUN h BRADSTREET INC. - PROVIDED UNDER CONTRACT 

FOR THE EXCLUSIVE USE OF SUBSCRIBER 061-01952OL. 

DhB PUBLIC RECORD SEARCH 

NAME ON FILING: NOVEMBER 5 GROUP INC 
DATE PRINTED: FEB 11, 1997 
STATE: DISTRICT OF COLUMBIA 

.~ + ..,* Y.: :.;, . " ' > 
& n L I ~ ~ ~ 0 2 / 0 5 / 1 9 9 6  :7- / CORPORATION TYPE: PROFIT 
'DATE INCORPORATED: 02/05/1996 BUSINESS TYPE: CORPORATION :i SThTE OF INCORP: DISTRICT OF COLUMBIA REGISTRATION ID #: 960339 
STATUS: ACTIVE rq 

3 
. WHERE FILED: TAX PROCESSING DIVISON, WASHINGTON, DC =e 

tz REGISTERED AGENT: ANTHONY W. PARKER, 41181 PQTOMAC AVE., N. W., WASHINGTON, DC. 
i s  

- 20007 
-a 
<J . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
& The preceding public record data is for information purposes only and is not  

the o f f i c i a l  record. 
source. 

Certified copies can only be obtained from the o f f i c i a l  

* * PUBLIC RECORDS DISPLAY COMPLETE * * * 

-1- 



I . .  

ff 
63 
E 

I' 
TU 
d 

DEPARTMENT OP CONSUMER AND nEGULA?ORV AFFAIRS 
BUSINESS REGULATION AOHINIST 

C E R  T I F I C A T E  
. 

THIS IS TO CEIRTIlW that all applicable provisiona of the DISTRICT 

OF COLUMBIA BUSLNESS CORPOIRATION ACT have been complied with and 
accordingly, this CERTIFICATE o f I N C o ~ o & % T ~ ~ ~  is hereby 
issued to 

NOVEMBER 5 GROUP, LNC. 

Hampton Cross 
Director . .  
Katherine k Willi- 
Acting Administrator 
Buqiness Regulation Administration 

Marion Barry. Jr. 
Mayor 



ARTICLES OF INCORPORATION 
of . 

NOVEMBER 5 GROUP, INC. 

TO: 
Washington, D.C. 

The Department of Consumer and Regulatory Affairs, 

We, the undersigned natural persons of the age of twenty-one years or 
more, acting as incorporarors of a corporation under Title 29, Chapter 3 of 
the Code of Laws of the District of Columbia, adopt the following Articles of 
Incorporation f o r  such corpration: 

FIRST: The name of the corporation is NOVEMBER 5 GROUP, INC. 

SECOND: The period of its duration is perpetual. 

THIRD: The corporation is formed for the following purposes: 

2. To have and exercise all the powers conferred by the laws of the 
District of Columbia on f o r  profit corporations formed under istrict of 

FOURTH: 

Columbia Corporation Act. 

issue is One Thousand (1.J00Jr a l l  common stock par value0 

FIFTH: The p:efcrec:es, iualifications,-limitations, restrictions and special 
or relat:*:e r i q t r s  :n respecc to the shaceg of each class are none. 

SIXTH: The ,:orporation will not commence business until'it least On@ Thousand 
~$;,300.001 h i i a r s  has been received by it as oonsideration for the issuance 
of shares. 

SEVENTH: The provrsions limicing or denying to shareholders the preemptive 
right to acqui:e additional shares -of the corporation are none. ' y 

EIGHTH: The 9:ovisions for  the regulation of the internal affairs of the 
corporation are as sec forth in the by-law. 

NIXTH: The acctress, including streee and numkier, of the initial registered 
office of the corporation is 4 8 8 1  eotomac hvg, NW, Washington, D.C. 20007, and 
the name of the inltlal registered agent at sbch address is Anthony W. Parker. 
The address, including street and number where it conducts its principal place 
of business :s 511 Second Street, N. E., Washington, D.C. 20002.  The 
Corporation ?a;* have Street additional offices as it sees fit. 

TErITH: The ncke: 32 di:ectors constiruting the initial board of directors is 
three, and :!-.e nane and address, including street and aumber.of the persons 
uno a r c  t3 sec'ie as directors under the first annual meeting of stockholders 

1. To engage in :he aedia consulting business. 

The aggregate number of shares which the cor oration is uthorized to 

&# ITLc 

or until their successors are elected and shall qualify are: . .  



'Anthony W. Parker 
1901 North Fort Myer Drive 
Suite 1105 
Arlington, VA 22209 

bo+;n@%s 
/A&.* 96 

Mr. William Kwpp 
511 Second Street, N. E. 
Washington, D.C. 20002 

Mr. Robert Squier 
511 Second Street, N. E. 
Washington, D.C. 20002 

ELEVENTH: The name and address, including street and number, of each 
incorporator is: 

b 

Mr. kqthony W. Parker 
1901 North Fort Myer Drive 
Suite 1105 
Arlington, VA 22209 

Mr. John Hartley 
1901 North Fort Myer Drive 
Suite 1105 
Arlington, VA 22209 

Ms. Analisa Eberwein 
1901 North Fort Myer Drive 
Suite 1105 
Arlington, VA 22209 

T!JELFTH: Frcn time to time any of the provisions .of the Articles of 
Incorporation may be amended, altered or repealed, and other provisions 
authorized by the laws of the District of Columbi- at the time in force may be 
added or inserted in a manner and at the time prescribed by said laws and all 
rights at any time conferred upon the stockholders of the corporation by 
provisions of chis Arcicle. 
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Clinton camp paid top strategists $bSm: 
Big ad campaigns drove fund-raising 
By Bob Bohler and Walter V. Robinson, Globe Staff, 
02/23/97 

WASHINGTON - A half-dozen pollsters and media consultants 
who charted the road to reelection for Resident Clinton 
pocketed an estimated $15 million in fees in 1995 and 1996, 
according to interviews and Federal Election Commission 
records examined by ?he Boston Globe. 

One fm, S uier Knapp Ochs Communications, which created 
most of the $80 million-plus television advertising campaign 
for Clinton, appears to have earned fees of $9 million or more, 
according to an analysis of the records and interviews with 
campaign officials who negotiated the fees. 

One of the consultants, Dick Moms, who resigned when hi 
liaisons with a prostitute became public last August, was listed 
in FEC records as receiving just $23 1,000 for his work. But 
Moms was the mastermind behind the formation of a joint 
corporation that handled much of the campaign advertising and 
may have received an additional fee of $1 million or more for 
that work, according to campaign officials. 

As federal investigators focus on excesses in Democratic 
fund-raising, cam aign finance specialists said the consultants 
were the driving &e behind a lavishly funded media 
campaign that created pressures that in turn led to fund-raising 
excesses and the use of the White House and access to Clinton 
as an inducement for major contributors. 

"This is why you saw such sloppy fund-raising practices. Ibe 
admonition became: Get more and more money," said Anthony 
J. Corrado, a Colby College government professor who is 
considered the country's leading expert on campaign fmance. 

Because of that pressure, Corrado said, the party's fund-raisers 
were forced to search constantly for new donors, and to push 
traditional donors to give increasingly larger contributions. 
"The party was asking people who had given $100,000 to give 
$250,000, and to do that, you have to increase the privileges 
and perks for contributors, and that meant increasing their 
exposure to the White House and the presidenf" Conado said. 

Ellen Miller, executive director of Public Campaign, an 
organization working to reform campaign finance laws, 
ex ressed alarm at what she described as "consultants making 
mhons  off a sleazy fund-raising operation." Miller said the 
consultants, who persuaded Clinton to mount a major early 
television ad campaign, stood to gain tinancially from that 
decision, since their fees are based upon the size of the ad 

Against that backdrop, Clinton himself spent an inordinate 
amount of time raising money, including holding scores of 

campaign. 
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White House coffee meetings with prospective contributors. Of 
those who attended, 358 donated $27 million to the Democratic 
National Committee. 

One DMC fund-raiser, John Huang, raised more than $7 
million. But the DNC has returned more than $1 million of that, 
having determined that the funds came from forei sources. 

congressional investigation of the fund-raising irregularities. 

Representative Dan Burton of Indiana, chairman of the House 
Government Reform and Oversight Committee, said Friday he 
was prepared to seek a contempt citation against Hung for 
refusing to nun over documents related to the investigation. 

While the advertising campaign, which began in earnest in 
mid-1995, laid the cornerstone for Clinton's victory in 
November, the effort also produced a bonanza for his top 
strategists. It was the president's closest consultants "who 
walked away with the big marbles in this election," said Ron 
Faucheaux, editor of Campaigns BrElectionsmagazine. 

The half-dozen consultants who earned the huge fees were paid 
by the DNC fiom tRe $123 million the party raised from 
wealthy and corporate contributors, many of whom gave 
six-figure contributions, and from the $65 million in public 
funding the Cliton reelection campaign received from a fund 
generated by taxpayers when they earmark $3 of their taxes for 
that purpose. 

Ihe brain b u s  assembled b Morris, was made up of Robert 

Mark Penn d.pouS Schocn. Pena and Schoen were picked by 
Morris to replaos C h t o n ' s  longtime pollster, Stanley 
Greenberg. The FEC records indicate Greenberg's fm, though 
it was supplanted, was still paid more than $1.3 million by the 
DNC and the campaign. 

According to incorporation records, Squier and Knapp formed 
a new company, November 5 Group lac.. just thrse weeks 
before the New Hampshire primary last year. The DNC and the 
Clinton campaign ultimately paid the company about $55 
million. ?he DNC, in a perfectly legal move designed to keep 
the national party's spending within certain limits, paid another 
S27 million to the company through various state party 
organizatiom. 

Of that SO million, the vast majoriiy went to pay television 
a t i o n s  to run the ads. ?he company, acting as an ad agency, 
would normally receive I5 percent of that amount for 
producing and placing the ads. But the campaign and the DNC 
negotiated a rate that sources said was about 9 percent - or 
about $7.5 million in fees for the November 5 Group. 

The sources said Squier's fm kept most of that money but also 
paid shares to pollsters Penn and Schoen and consultant Moms. 
Two New York advertising specialists recruited by Morris also 
received a small share, the sources said. 

Huang is at the center of a Justice Department an 8 

D . S q d U d  '6 bpamrer. f llpiamKanpp,andtarapollsters, 

' 

S Q ~ .  Knapp, Penn and Schoen did not ntum telephone calls 
l h r s d a y  and Friday. 

Moms, in a telephone interview, refused to discuss the fee 
arrangements, which are not subject to federal disclosure laws. 
"Beyond what's in the FEC records," he said, "I won't 
elaborate.'' 

Moms was paid $23 1,034 by the Clinton campaign before his 
departure. But sources familiar with the arrangement said 

2of4  02/24/97 17:40:20 
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Morris received a substantiai share of the corporation's fees, 
perhaps more than $1 million. 

"Dick Moms may have had his troubles elsewhere. But his 
bank account was not among them," one Democratic consultant 
said 

Fmn rad SCbQm, in ddition to their share of the November 5 
YfW, received separate payments of $42 million tiom 
the I) C and the CImton campaign. 

It was Penn and Schoen who helped define the theme of 
Clinton's reelection. Afbr testing various ideas with their 
polliig, they sold Clinton and his strategy team on the 
campaign's most prominent slogan: "A bridge to the 21s 
century." 

Squiq awe. which received the lion's share of the 

m i v i n g  m&ra $6.4 million from the Clinton cam 

that amount went to pay for television ads the fm created and 
produced. 

Corrado, the Colby professor who has done an exhaustive study 
of the fund-raising and the resulting spending, said the die was 
cast for such an expensive campaign well before the 1996 
Clinton reelection cam aign took shape. Clinton, buffeted by a 

passage of his health care reform package. Then the 
Republicans won control of the House and Senate in 1994. 

"What happened in 1994, and in the health w e  debate, 
demonstrated the extent to which paid advertising on policy 
issues can affect the political views of the public in a way that 
cannot be offset later during a campaign," one of the Clinton 
campaign's principal strategists, who asked to remain 
anonymous, said on Friday. 

Morris, brought in by Clinton, argued strongly that the 
Democrats run their own issues ad cam aign in 1995, to bolster 
Clinton's image, put the GOP on the defensive and frighten 
away any potential intra arty challenger. Moms' view 
w e d ,  and in 1595, t e  DNC spent more than $20 million 
on issue advertising in battleground states. 

"What we then saw in the 1996 campaign," Corrado said, "is 
that party organizations on both sides decided to expand the 
resources they devoted to media advertising, to issue advocacy 
ads. That unleashed both parties to raise - and spend - record 
8mOulltS." 

The resulting pressure to raise money, Corrado and others 
believe, createdl the climate in which fund-raising safeguards 
were abandoned, at least by the Democrats. 

Said Monk "It wasplike we were in a nuclear arms race, and in 

Morris said Clinton needed to advertise early and often because 
he trailed badly in the polls after the 1994 elections and the 
Republicans w m  wincing the fund-raising race. 

"The money was well spent because the president won in the 

asse ,OS* "You can't second-guess that." 

But how the fees generated by that ad campaign were divided 
will remain largely a m m .  "Once the campaign gives the 

estima .Sb IshlsbustedonFEcrepmas 

I tfie DNC. By the estimates of campaign officials, at P east half and 

GOP-inspired issues a B campaign, lost his chance to win 

my opcratlon ofthat 9oxt thm'could be probl~s."  . 

cant comeback in American history," Monis 
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money to a recipient, it becomes private business," said 
Faucheaw, the Campaigns btElectionseditor. "Then it's like 
askiag Robert Shpiro how much money he made off  0. J. 
Simpson." 

This srory ran on page a1 of the Boston Globe on 02/23/97. 
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ALL DNC TRANSFERS TO STATE DEMOCRATIC CQMMITTEES AM) 
SUESEQUENT DISBURSEMENTS TO SQUIER KNABP BCHS COMMUNICATIONS 

AND/OR THE NOVEMBER 5TH GROUP, INC. 

Date DNC 
Tranafcmd 

Cmtec 
toSbtc 

8120/95 
m0/95 

12/7/95 
12/7/95 

1/11/96 
111 1/96 

1/25/96 
1/23/96 

2J9/96 
2/9/96 

2/20i96 
2/20/96 

2/25/96 
2/25/96 

3/5/96 
3/5/96 

3/11/96 
311 1/96 

3/19/96 
3/19/96 

3/26/96 
3/26/96 

from DNC 
Account 
CFCanvF) 

Fed 
NFI 

TOTAL 

Fed 
NFI 

TOTAL 

Fed 37% 
NFC 63% 

TOTAL 

Fed 36.8% 
NFC 63.2% 

TOTAL 

Fed3PA 
NFC 63% 

TOTAL 

Fed 37% 
NFC 
TOTAL 

Fcd 37% 
NFC 63% 
TOTAL 

Fed 37% 
NFC 63% 

TOTAL 

Fed 37% 
NFC 63% 

TOTAL 

Fed 37% 
NFC 63% 
TOTAL 

Fcd 37% 
NFC 63% 

Amount 
T r ~ ~ ~ f e m c d  
to state 
Cmtec 

9,478.51 
16.139.09 
25,617.6Q 

733.00 
L24&Qa 
1$81.00 

10,967.00 
18.673.00 
29,640.00 

8,140.00 
u.986.00 
22,126.00 

8,214.00 
u.986.00 
22f00.00 

8,214.00 
lL!&QQ 
22t00.00 

8,214.00 
13.986.00 
22f00.W 

8,214.00 
13.986.00 
22J00.00 

8,214.00 
13.986.00 
22J00.00 

8,214.00 
13.986.00 
22fOO.00 

8,214.00 
13.p86.00 
21200.00 

Date Rec'd 
( R W  by 
State Cmtec) 

Not Rept 
Not Rcpt 

12/22/95 
Not Rept 

1/19/96 
Not Rept 

1/25/96 
Not Rept 

2/9/96 
Not Rept 

2/21/96 
Not Rept 

2/26/96 
Not Rept 

3/6/96 
Not Rept 

3/14/96 
Not Rept 

3/14/96 
Not Rept 

3/29/96 
Not Rept 

Amount 
Ref'd 
(Rptd by 
StJte 
Cmtte) 

Not Rcpt 
Not Rept 

733 
N/A 

10,967 
Not Rept 

8,140 
Not Rept 

8,214 
Not Rept 

8,214 
Not Rept 

8,214 
Not Rept 

8,214 
Not Rept 

8.214 
Not Rept 

8,214 
Not Rept 

8,214 
Not Rept 

Date of 
State'* 
Dbbutae 

N/A 
NIA 

N/A 
N/A 

1/19/96 
1/19/96 

1/29/96 
N/A 

2/13/96 
N/A 

2/22/96 
N/A 

2/27/96 
N/A 

3/6/96 
N/A 

3/14/96 
NtA 

3/20/96 
N/A 

3/29/96 
N/A 

from State 
Cmtec 
Arc't 
WmF) 

N/A 
N/A 

TOTAL 

NIA 
NIA 

TOTAL 

Fed 38% 
NF 62% 

TOTAL 

Fed 38% 
NF 62% 

TOTAL 

Fed 38% 
NF 62% 

TOTAL 

Fed 38% 
NF 62% 
TOTAL 

Fed 38% 
NF 62% 

TOTAL 

Fed 38% 
NF 62% 

TOTAL 

Fed 38% 
NF 62% 
TOTAL 

Fed 38% 
NF 62% 
TOTAL 

Fed 38% 
NF 62% 

Amount Vendor 
state 
DirbuRc 

N/A 
N/A 
N/A NIA 

NIA 
NIA 
NIA NIA 

11,263.20 

29,640.00 SKO 
18.367.00 

8.360.00 
li61o.00 
22,000.00 SKO 

8,430.00 
l3JfiuM 
22.200.00 SKO 

13.7&4.00 
22300.00 SKO 

8.430.00 
13.'1g4.00 
22500~00 SKO 

8.340.00 
13.764.00 
22300.0 SKO 

8,430.00 

8.340.00 
11:.r64.a0 
223OQ.00 SKO 

8340.00 
lilU?iQ 
22.200.00 SKO 

8,340.00 
13.769.00 
22f00.00 SKO 
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Date DNC 
Truutemd 
to State 
Cmtn 

4/3/96 
4/3/96 

4/10196 
4/10/96 

4/17/96 
4/17/96 

4/24/96 

4/25/96 
4/25/96 

5/1/96 
5/1/96 

5/14/96 

93/31/96 
5/31/96 

6/5/96 
6/5/96 

6/11/% 
6/11/96 

6/17/96 
6/17/96 

6/24/96 
6t24l96 

7/1/96 
7/1/96 

7/8/96 
7/9/96 

from DNC 
Account 
(FcdMF) 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

NFC 

Fed 37% 
NFC 62% 

Fed 3Ph 
NFC 62% 

NFC 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 3709 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 37% 
NFC 62% 

Amount 
Tnmfemd 
to State 
Cmtct 

7,393.00 
12587.00 
19980.00 

6,305.00 
1o.735.00 
17,040.00 

7,393.00 
12.587.00 
19,980 

37,500.00 

7,393.00 
lz,sL!N 
19,980.00 

7,393.00 
12.587.on 
19,980.00 

10,oO0.00 

12,950.00 
22.050.00 
JS,ooO.OQ 

6,346.00 
l.Uo4.m 
17,150.00 

10,406.00 
12.719.00 
28,12s.00 

14,014.00 
23.86La9 
37,875.00 

13,769.00 
23.445.00 
37,214.00 

8,540.00 
14.542.00 
?.3,m.00 

8,510.00 
14.49o.00 
23,ooO.Oo 

Date Rcc'd 
(Rptd by 
State Cmtee) 

4/5/96t 
Not Rept 

4/12/96 
Not Rept 

4/19/96 
Not Rept 

Not Rept 

4/26/96 
Not Rept 

93/96 
Not Rep? 

Not Rept 

6/3/96 
Not Rept 

6/7/96 
Not Rept 

6/13/96 
Not Rept 

6/18/96 
Not Rept 

6/26/96 
Not Rept 

7/2/96 
Not Rept 

7/9/96 
Not Rept 

2 

Amount 
Rn'd 
( R W  by 
State 
Cmfcc) 

7,393 
Not Rept 

6,305 
Not Rept 

7,393 
Not Rept 

Not Rept 

7,393 
Not Rept 

7,393.00 
Not Rept 

Not Rept 

12,950 
Not Rept 

6,346 
Not Rept 

10,406 
Not Rept 

14,0914 
Not Rept 

13,769 
Not Rept 

8,540 
Not Rept 

8,510 
Not Rept 

Date of 
State's 
Dlnbursc 

4/5/96 
NIA 

4/12/96 
NIA 

4/19/96 
NfA 

N/A 

4/26/96 
NJA 

5/6/% 
NIA 

N/A 

6/3/96 
N/A 

617196 
N/A 

6/13/96 
N/A 

6/18/96 
N/A 

6/26/96 
NfA 

7/3/96 
N/A 

7/9/96 
NIA 

from State 
Cmke 
Ace? 
w m m  
Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

N/A 

Fed 36'% 
NF 62% 

Fed 36Yo 
NF 62% 

N/A 

Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

Fed 36% 
NF 62% 

F C ~  38% 
NF 62% 

Fed 38% 
NF 62% 

Amouut Vendor 
s t l te  
Dirbnrsc 

7.592.40 

6.475.20 

17,040.00 NV5th 

7,542.40 

10.564.80 

L2.387.M) 
19980.00 NV5th 

NIA 

7.542.48 

7,592.40 
12387.M) 
19980.00 Nvsth 

NIA 

13.300.00 
21:700.00 
3s,ooQ.00 Nv5th 

6,517.00 
liM3.3m 
17,150.00 NV5th 

10.687.50 
iiiim 
28,12S.00 Nv5th 

14,392.50 
23.482.50 
37$7S.00 Nv5th 

14.141.32 
23:0'/2.68 
37,214.00 W5th 

8,771.16 
14.310.&( 
23,082.00 N V S t h  

8.740.00 



Date DNC 
Tmmfemd 
to stat5 
Cmtee 

7/22/96 
7/22/96 

NIA 

7/23/96 
7t23/96 

7l30/96 
7/30/96 

7/31/96 
713 1/96 

8/14/96 
8/13/96 

8/15/96 
8/15/96 
8/15/96 
8/15/9 

KEx 

SIC0 

Nv 5th 

from DNC 
Account 
(Pan 

Fed 370h 
NFC 62% 

NIA 

Fed 3% 
NFC 62% 

Fed 37% 
NFC 62% 

Fed 37% 
W C  62% 

Fed 37% 
NFC 62% 

Fed 3Ph 
Fed 37% 
Fed3Ph 
NFC 62% 

Amouut 
Tnaaferred 
to state 
Cmtcc 

1,125.00 
L3.zLQQ 
3,000.00 
NIA 

2640.00 
5l3s.04 
7m.00 

4,625.00 
z.&zLQ4 
12500.00 

3.225.00 
_e2lzan 
I1,600.00 

2,470.00 
aeuLaa 
6,S00.00 

1,983.00 
-1,983.00 
1,983.00 
33llm 
5560.00 

3 

Date Rec'd 

State Cmtce) 
(RPtd by 

7/25/96 
Not Rept 

7/28/96 

Not Rept 
Not Rept 

8/2/96 
Not Rept 

Not Rept 
Not Rept 

Not k p t  
Not Rept 

8l20196 
Not Rept 
Not Rept 
Not Rept 

Amount 
Rec'd 
( R W  by 
State 
Cmtee) 

1,125 
Not Rept 

3,145 

Not Rept 
Not Rept 

4,625 
Not Rept 

Not Rept 
Not b p t  

Not Rept 
Not Rept 

1,983 
Not Rept 
Not Rept 
Not Rept 

Dah of 
State's 
Dhbursc 

NIA 
NIA 

NIA 

7/24/96 
NIA 

8/2/96 
NIA 

NIA 
NIA 

NIA 
NIA 

8/20/96 
NIA 
NIA 
NIA 

from State 
Cmtce 
Acc't 

NIA 
NIA 

NIA 

Fed 38% 
NF 62% 

Fed 38% 
NF 62% 

NIA 
NIA 

NIA 
NIA 

Fed 38% 
NIA 
NIA 
NF 62% 

Squier Knapp Ochs Comunications 
5 1 1 2nd Street, N.E. 
Washington, D.C. 20002 

November 5th Group, Inc. 
5 1 1 Second NE.  
Washington, D.C. 20002 

DNC - NFI 

DNC - NFUA 

DNC - NFC 

DNC - Fed 

Amount Vendor 
state 
Dlrborsc 

N/A 
NIA 

NIA 

3,230.00 
z;1zQsn 
a,o0o.oo Nv5th 

4,750.00 
ZWzMl 

12500.00 Nv5th 

NIA 
NiA 

NIA 
NIA 

2,036.80 
NIA 
NIA 
3.323.20 
W"@ 

Democratic National Committee - Non-Federal Individual Account 

Democratic National Committee - Non-Federal Unincorporated 
Association Account 

Democratic National Committee - Non-Feded Corpotate Account 

DNC Service Corporation - Democratic National Committee - 
Federal Account 
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DNC - NFG 

DNC - NFMP 

Democratic National Committee - Non-Federal General Account 

Democratic National Committee - Non-Federal MaxPac Account 
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la recent months, 
som state Democra?ic 

parties have been 
fboded with tash- 

provided by the 
Democratic National 

w?ionall aampatgn 
a&ertfsing. It's part 

of a batk-channel 
operation that allows 

&e DNC 00 sidestep 
federal limits on 

"softm-money spending. 

<ONBDlk?-- -~O ptly fW 

B1 JAMES A, BARNES 

ess than a year ago. the Democratic 
Party in Pennsylvania was flat on is 
back. Mired in 5200,000 in debts 
left over from the bruising 1994 

election season. the headline in a July 23 
edition of Thc Philadelphia Inquirer 
summed up the state party's anemic wn- 
dition: "Pennsylvania Demoerats low on 
luck. power. cash.'' 

But since then. television stations from 
Pittsburgh to Philadelphia have been 
brimming with commercials paid for by 
the apparently hroke state pa@ enolling 
President Clinton's agenda and criticizing 
the performance of the Republican 
Congress. 
How did this 97-pound weakling sud- 

denly become the Charles Atlas of parti- 
san advertising? Simple. The Democratic 
National Committee (DNC) is footing the 
bills. Since last July. the DNC has trans- 
ferred more than $28 million to Ihe state 
party headquarters in Harrisburg. mostly 
to pay for the television spots. The Penn- 
syhania Democratic Pany in rum paid the 
Democratic media consulting firm of 
Squier. Knapp 8 Ochs Communications 
in Washington roughly $2.7 million from 
October through March. according fo a 
review of reports filed with the Federal 
Election Commission (FEC). 

According to the DNC pres secretary 
Amy Weiss Tobe. the national committee 
wan& its state affiliates to "take rcsponsi- 
bility of sponsorship for the ads" and hold 
local press conferences and oiher 'grass- 
mts" events to highlight the issues fea- 
rured in the commercials. Thus. while 
press accounts of the cos! of the national 
party3 advertising campaign have run as 
high as S20 million to date. FEC repons 
covering the latter half of 1995 and the 
first quarter of 1996 show that the DNC 
itself paid the Squier firm only about $2 
million. The vast majority of the ads have 
been purchased ly state Democratic par- 
tics with ihe help of well-timed transfen 
of funk from the national mmmittec. 

This roundabout way of paying the 5mte 
parties' bills has allowed the DNC to 
spend millions in 'soft" money-funds 
raked from corporations. union trtasurieS 
and wealthy individuahn party &r- 

tising that the committee couldn't directly 
do without violating FEC regulations. If 
the DNCbought the same ads in the same 
media markets for the same amount of 
airtime, if would have to do so under 
much tighter federal allocation guidelines. 
which require a national party to pay for 
commercials with a much higher percent- 
age of "hard dollars-cash that can he 
legally spent to influence federal elections. 

And it's imponant for a national party 
committee to conserve i s  resources for 
the fall campaign. Then. the DNC and the 
Republican National Committee (RliC) 
will each be allowed to spend $12 million 
in hard  doll^^ to cover the cipenses of 
their standard-bearers. the only money 
that can be directly spent on the praiden- 
tial campaign besides the roughl? sa0 mil- 
lion that the two major party nominees 
will receive in public financing. 

The Democrats don't have a monopoly 
on the creative uses of cash. And fedcd 
rules allow both national party commit- 
tees to convey unlimited amounts of hard 
or soft money to tkir state parties. But in 
the current campaign =awn. the volume 
of the DNCs transfers far exceeds the 
RUCr 
As Congress considers a wide-ranging 

overhaul of campaign financing. some 
analysts point to the back-channel trans- 
fers to the state parties as still another 
flaw in the system. "This is a classic 
[instance of] let's-do.it-and-Forry.il- 
there-are-anytonsequences later." said 
Ellen S. Miller, executive director of the 
Center for Responsive Politics. a cam- 
paign finance watchdog group based in 
Washington. "It suggests a dclibrraie end 
run around the campaign finance law.' 

SPEWDIM It WE MAID PAW 
For years. h t h  parties' national cam- 

paign eommitlees have pushed the soft- 
money spending ruts to the limit, 

In October 1990, the DNC accepted a 
SwcXr, contribution in sol money btn 
touisville ucwspapcr publishing heircss 
Maw C Bwam. !Wdy thereakr. he 
DNC transferred 5215.000 to the Kcn- 
rudry Democratic Party, wKfl ia -am paid 



FOR THE DNC, A REWARDIWG ROUND-TRIP 

cadquarten of the Demo 
c National Committee (D 
50 from the office of Squi 

for an aderrking Me Although they did 
not mention the n u x  of Demrxratk Sen- 
ate nominee H a n q  Sloane. a friend of 
Bingham's. the a& rhrrmes closcl~ paral- 
leled those of his a-npaign. A complaint 
filed by Comnion Cam. the seU.r~led cit- 
izens' lohb?. a p i n s t  Bingham and the 
DNC died aher rhc six FEC commission- 
en deadlocked do% partisan lies. 

In 1934. the S a W  Republican Sena- 
lor ia l  Commit tee  (SRSC) made a 
5175.000 s o f t - m o w  contribution to the 
National Right to We Committee. which 
in Nm cgnduaed getat-the-vote drives 
in states, Phere UK Scnate committee had 
already bumped up &t spending lim- 

its. A complaint against the NRSC. 
lodsed by the Democratic Senatorial 
Campaign Committee. is pending. 

"It's very easy for the treasurer at  a 
national party committee to raise soft 
money-it comes in far greater amounts 
than people really ask for. or desire," said 
campaign finance attorney William 6. 
Canfield. a partner in the Washington 
ofice of Holland & Knight a Florida law 
fim. "It takes the creative masurer IO f ig 
ure out how to spend it once it's collect- 
ed." said Canfield. the NRSCs general 
counsel From 1989-90. "Thc aqukition of 
it is the easy part. the expenditure lawful- 
ty, i s  the  tot&^^^.,, 

.? , I  

The door for wfi-money spending was 
opened by IWO changes in the campaign 
finance l a w  in 1979. That year. Congrev 
amended the Federal Election Campaign 
Act (FECA) 10 allow slate party commit- 
tees to spend money on grass-roots efforts 
(voter registration drives, for instance) 
and oncampaign materials (such things as 
buttonsand bumper slicken). 

Post-Watergate reforms had 50 tight- 
ened the financing of the 1976 elections 
that both Democralic and Republican 
state and local party offials complained 
that the presidential campaigns wanted to 
spend money oniy on tekvision advenb 
ing and were loa& to divert any resources . /& -. 
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nominecs uorking at the 
DSC and RSC. Much oI thc 
toft monc? uac tran4erred 
to trace partiec to conduct 
gsneric voter acti\ities that 
wcrs directed h> opcratives 
at the national committees 
largely to knef i t  the top of 
the ticket. 

Even bcfore 1989. critics of 
soft money were clamoring 
to prohihit its use in connec- 
tion with federal elections. In 
1987. Common Cause 
obtained a court order 

nominer. a! a pliuy national fund &seer is 
an enticcmcnt for husiness executives- 
u h o  can dash off SIM).MNJ soft-money 
checks from their individual or corporate 
bank accounts-that state parties can't 
match. 

Still. the state parties benefit hand- 
somely from hmd raising conducted at the 
national level. This is becauv FECA reg- 
ulations allow the national p a q  commit- 
tees to transfer unlimited amounts of hard 
and soft money to their state parties. The 
IWO entities are seen by the F€C as being 
pan of the s3me political family. 

i 

THE ~ L O O D  OC '% 
requiring the FEC to issue 
tighter regulations on the use 
of soft money by the parties. 
Starting ui th  the 1991.92 

In eveiy election campaign period. soh 
money flows from the party high com- 

campaign season, when 
national parties conducted 
generic voter actnities during 
an election year t h y  had to 
allocate at  least 65 oer cent 

mands in Washington out to the states. 
During the 1991.92 season, the DNC 
transferred roughly $9.5 million to slate 
and local party organizations: the RNC 
shihed ahout 55.4 million. (PJmost all of 

of the cost of t h m  ek01-1~ to thew transfers go to state parties.) During 
a federal o r  hard-dollar the 1993-91 cvcle. the DNC transferred In 1995 alone, the DNC shifted 

almost $1 1.4 million in 
soft money to state parties. 
to generic acthities that benefited the rest 
of the party's ticket. 

So Congress decided that when a state 
party conducted a generic acthiy such as a 
voter registration drive. oniy a portion of 
the drive's costs had to be paid for from 
contributions raiscd under the FECA lim- 
its. The rest of the money muld come in 
amounts (from wealthy contrihutors) or 
from sources (corporare and labor union 
treasuries) that federal candidates couldn't 
accept under the FECA limits hut that 
were legal for state parties to raise under 
their mn states' tau%. These contrihutions 
became knmn as soh money. 

M e r  Conpcss amended the campaign 
finance laws. the FEC ruled that the 
national party committees could also 
maintain a nonfederal account to pay for 
a portion of their administrative e x p n w  
so long as the soft money raised for the 
account was not spent directly on federal 
races. An FEC decision in 1981 expanded 
t h e  permissible uses of soft money to 
include television advertising & a national 
party commitlee that did not mention spt- 
cific Candidates but instead promoted 
general pity themes 

Republicans were the f i ~ t  to capitalize 
on the new soft-money rules. spending 
Some SI5 million in 1980 on such generic 
pany activities as voter registration and 
turnout drives. By 1988. however. each 
party was spending more than $22 million 
in SOH mow for generic activities Nearly 
all of thisJocre was harvested by Fund rais- 
ers for the two major party presidential 

account. 
In other words. a 51.OOO 

generic activity had to be 
paid for with 5650 from a 
pare's federal (hard-dollar) 

accouni and $350 from the party's non- 
federal (soh-dollar) account. Under previ- 
ous FEC tules. the national parties only 
had to come up with their own amunting 
standards of "any reasonable method- for 
allocating the custs of generic activities 
between their federal and nonfederal 
accounts. 

State parties. howaer. were given more 
lenient allocation guidelines for generic 
activities by the FEC. uhich traditionally 
has been sensitive to the notion that as a 
federal agency. i t  should not he in the 
husiness of trying to regulate nonfederal 
political endeavors. The commission 
decided tha: a state pa" could allocate 
the cost of a generic activity that it paid 
for based on the ratio of federal to non- 
federal candidates on a state's Xmember 
ballot. 

Thus. in a state where the ballot includ- 
ed candidates for two types of federal 
races-say, presidential and congression- 
al-and candiddtes for four nonfederal 
offices. the state parv could pay for 67 
per cent of generic acti%ities with soh dol- 
lars 

But most state parties are still poor 
cousins compared with the national com- 
mittees in Washington when it comes to 
raising either hard or soft dollars. The 
DNC and the RNC have developed so- 
phisticated direct-mail programs that 
chum up millions in harddollar contniu- 
lions from donors around the country. 
And the prospect of tubbing shoulders 
with a President or a mnv's Drcsidential 

510.9 million io the states. while the RNC 
shihed 57.6 million. 

During the current campaign rycle. the 
money stream-and the Democratic con- 
trihution in panicular-has turned into a 
torrent. In 1995 alone. according to FEC 
reports. the DNC transferred almost 
$1 1.4 million in soft money to stale par- 
ties. And a review of FEC reports for 
three of the DNCs soh-money accounts 
show that an additional 56.4 million was 
conveyed to the states during the first 
quarter of 1996. The RNC. by compari- 
son. reported shifting only about 52.1 mil- 
lion to the states from Jan. l .  1995. 
through Feb. 29 of this year. 

The media firm of Squier. Knapp & 
Ochs. headed by Robert D. Squier. has 
received a substantial portion of the 
Democratic ;~&ertising dollars. but most 
of that money pays TV stations for air- 
time. Squier. one of the parry's leading 
media consultants. is also paid by the 
C1inton:Gore '96 campaign committee. 
and his lates: ad for the Presidmt's reekc- 
tion effort emphasizes many of the same 
points found in the ads that he produced 
for the DNC. 

In an intewiew. Squier said that the 
Clinton campaign expects that the RNC 
will soon be matching Democratic ad 
spending, dollar for dollar. in key states. 
He dismissed the idea that 1996 could see 
his firm set a record for presidential cam- 
paign consulting fees. "That's ridiculous," 
he said. 

Some of the President's other political 
consultants, including pollster Dick Me:- 
ris. get a small slice of the national party's 
advertising expenditures for their creative 
and p r o d u M i H  the WC' 

i 
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A review of FEC rcports of thc reccipts 
and cxpnditurcs of il dozcn 'itatc Demo- 
cratic parties from July I. lW5. through 
March 31. IYYh. indicates that the rt j te 
entities operate as a l i l t l e  more than a 
pw-through for thc DNC to pay for the 
production and hroddca5ting of ads by 
Squiur. Knapp Rr Ochs. thus avoiding the 
tighter FEC allocation rules on soft 
money spent directly h! a national parry 
committea 

A striking example of the efficicnq of 
these pass-through operations comes 
from a review of the flow of funds in and 
out of the Michi_ean Democratic Party 
during thc first quarter of this year. On 
five separate occasions. the DNC shifted 
cash from bath its federal and nonfederal 
accounts to the Michigan Democrats, 

But that money didn't stay put very 
long. Within days of each transfer. the 
Michigan Democrats wotr a check in the 
same amount to the Squier firm to pay for 
pro-Clinton ads. Moreover. the propor- 
tion of hard and soft dollars that the 
Michigan Democrats used to pay Squier 
was exactly the same as the hard and SOfK- 
dollar transfers from the DNC. /For 
ckiails of rlir . \ fkhi~ni i  pass-rhrougli. see 
bar. p. 1039.1 

All told. the DSC cnnce!ed 5172.731 
from i ts  federal (hard-dollar) account and 
SZ1.824 from i ts nonfederal (saftdollar) 
account to the Michigan Democrats. 
That's exactly the same ratio a the FEC 
allmation formula that applies to the cost 
of generic actibities paid for b the Michi- 
gan Demmrars this year. 38 per cent hard 
dollan and 62 per cent soft dollars. I f  the 
DNC had directly paid for those ads in 

Michigm its 65 35 FEC allocation formu- 
la would h ~ \ e  required the committee to 
spend 52YS.461 in  hard dollars and 
5 15Y.OY4 in wft dollars. 

"I think the DNC has creatively used a 
Imphole uhich hiis existed in the s1iltute 
for yearr to put 3ds on 31 a favorahle (allo- 
caiion) rate. niorc favorable than if they 
paid for the ads directly themselves." for- 
mer NRSC general counsel Canfield said. 

Using state parties to purchase its ads 
has produced harddollar savings for the 
DNC. A ro iew  of DNC transfers to just 
six state parties-California. Florida. Illi- 
nois. Michigan. Ohio and Pennsyhania- 
and the media expenditures by those par- 
ties during the second hallol 195'5 and the 
first quarter of 1996 reveals a huge hard- 
dollar windfall to the DNC. 

The DNC shifted hoth hard and soft 
dolbdrs to the six states. which paid more 
than 110 million to Squier's firm for 
advertising. I f  the DNC had paid directly 
for the spots run in those six states. i t  
would haw cost the committee nearly 
mice as man! hard dolhrs-rou_ehly 56.4 
million-as the si\ state parties spent on 
the ads The state parlies could spend $3 
million morc in soh money than the DNC 
could because the FEC's allocation for- 
mulas for a l l  SLY state parties allow them 
to spend a higher percentage of soh dol- 
lars on generic activities. uhich can in- 
clude telebision adrertising. 

And faced with the task of setting aside 
$13 million in its federal account to pay 
for Clinton campaign expenditures during 
the general election. it's critical for the 
DNC to conserve hard dollan when and 
where i t  can. 

According to DNC spokeswoman Tdr. 
thc idea of ir)ing to hushand hard &&IS 
is not what motivated the DNC to shift 
funds to the state parties and have them 
pay fur Spier 's ads. "AF far as I'm mare. 
the original thought of doing it this way har 
nothing to do with allocation and eve? 
thing todo withgrass motr*"she said. 

Other campaign finance experts chal- 
lenge that explanation. .'I1 k not as if this 
money is going to water the grass r-' 
the Center for Responsive Politics' hliller 
said. "The state parties have become fun- 
nels for the national parties." 

"Based on the [Michigan1 numher?. !Ou 
can certainly make a good case that these 
are funds that really are Democratic 
National Committee funds. and it's some. 
thing of a legal fiction to say that thex are 
expcnditures by the state party." said for- 
mer Republican FEC commissioner 
Trevor Potter, a partner in the Washington 
law firm of Wiley. Rein & Fielding. -It's an 
ingenious attcmpt to change the mix of 
funding sources." said Potter. whose firm. 
although not he, represents a l l  three 
national Republican Party committees on 
campaign finance matters. "It obvious!! 
raises the question of whether a party cam. 
mittee can do indirectly something that it's 
not permitted to do directly." 

State Democratic officials offer differ- 
ent accounts of how involved they are in 
the ads. "We pay for them." PennFlvania 
Democratic Party spokeswoman Kell! 
McBride said. Asked about DNC trans- 
fers to the state party and what. if any. 
role the party has in producing or placing 
the ads. Kelly would only say. "The state 
parp cooperated nith the national pan) 
to produce those commercials." 

"Those aren't ours: those are the 
DNCs." Florida Democratic P a q  com- 
munications director Jo Miglino said 
uhen asked about pa* advertising in her 
state. 

I n  the case of Illinois. who decides 
which media markets to purchase adver- 
tising in and how much to spend? "The 
DNC and Squier kind of review the num- 
bers and the points." slate Democratic 
Party press secretary Barbara Guitman 
said. "The DNC pays for it." 

Wisconsin Democratic Pam. chairman 
Mark Sostarich said that Democratic of& 
cials in his state have held press confer- 
ences to reinforce the messages of the 
DNC ads. Sostarich noted that the state 
party must give final approval before any 
of the ads are broadcast in Wisconsin. So 
far. he hasn't turned down any offea br. 
the national committee to run a& in his 
state. 

Asked about the authority his slate 
organization had over the ads. Missouri 
party communications dircetor Tony 
Wyche said, "We have to agree to do h- 
But he added, "It's just a technicality.' D 
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Squier, Knapp & Ochs Communications is 
produgng campaign spots for state Democratic 
partiei that pay their bills with cash from the r)yp 
--- we 
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On Tape, Clinton Links Lead in 
Polls, Issue Ads 
By Susan Schmidt and Lena H. Sun 
Washington Post Staff Writers 
Thursday, October 16,1997; Page A01 
The Washington Post 

President Clinton can be seen on a newly released 
fund-raising videotape telling a group of major Democratic 
Party donors last year that a nationwide campaign of 
televised issue ads was boosting his standing in the polls. 
The tape seems to support assertions that the ad campaign 
was intended not simply PO promote issues important to the 
Democrats but to strengthen the president's reelection 
campaign and bypass strict spending limits imposed on 
federal candidates. 

"Many of you have given very generously and thank you 
for that," the president told party donors invited to the May 
2 1,1996, White House lunch recorded on the tape. "The 
fact that we've been able to finance this long-running 
constant television campaign. . . where we're always able 
to frame the issues . . . has been central to the position I 
now enjoy in the polls," said Clinton. The ads, said the 
president, had helped him "sustain an unbroken lead for 
five and a half months." 

Clinton's comment to that group of Democratic National 
Committee donors was one of many fwd-raising scenes to 
emerge yesterday in a 90-hour videotape archive 
discovered by the White House in recent days. The 66 
videotapes and 121 audio tapes were turned over to the 
Justice Department and congressional committees in 
batches late Tuesday and yesterday. 

The advertisements Clinton refers to in the tapes are a key 
component of the ongoing investigations into campaign 
financing because they were paid for by ''soft money'' -- 
funds that are supposed to be used strictly for 
party-building and not to promote individual candidates. 

While the legal rules on the subject are murky, Clinton's 
comments could add new fuel to arguments that the 
advertising was a blatant end-run around the spending 
restrictions and offer a sharp contrast to party officials' 
repeated public statements that the advertising effort was 
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not focused on Clinton's reelection. 

In other tapes made available to reporters yesterday, 
Clinton can be seen socializing with some of the central 
figures in the campaign finance controversy -- among them 
John Huang, Yah Lin "Charlie" Trie, Pauline Kanchanalak, 
James Riady and Johnny Chung. The DNC has had to 
return about $3 million in contributions, the bulk raised by 
Huang, Trie and Chung, because of concerns that the 
money came from foreign or other improper sources. The 
tapes show at least two instances in which Clinton 
acknowledged that some of the guests at a fund-raising 
event were from foreign countries. 

White House spokesman Lanny J. Davis said the 
videotapes show the president as leader of his party. 
These events, all of them, confirm what we have always 
said: that these events were legal and appropriate." 

The Senate Govenimental Affairs Committee is examining 
the role of soft money and the extent to which it may have 
been used to boost Clinton's reelection bid. 

The advertising effort was done by the same media team 
that handled Clinton's reelection campaign and was tightly 
controlled by Clinton and his chief aides. 

Groups such as Common Cause have long argued that the 
advertising campaign was an ill-disguised bid to ensure 
Clinton's return to office. They allege it was an illegal 
effort to evade the strict spending limits for campaigns. 

The DNC has defended the advertising campaign, which 
totaled $44 million in 1995 and 1996, as legitimate "issue 
advocacy" intended simply to educate voters on matters of 
public importance and boosting the Democratic Party as a 
whole. 

In the videotape of the DNC dinner at the Hay-Adams 
Hotel, however, Clinton makes clear he believed his 
campaign was benefiting from those ads. "In the last 
quarter of last year, I think Mawin posen, DNC finance 
chairman] said, we spent about $1 million per week to 
advertise our point of view to somewhere between 26 and 
42 percent of the American electorate," Clinton can be 
heard telling donors on the tape. "[These] markets had the 
largest number of persuadable voters. . . . The lead that I 
enjoy today in public opinion polls is about one-third due 
to that advertising." 

In July 1995, polls showed Clinton and Republican Robert 
J. Dole in a dead heat, with 48 percent each. By the time 
Clinton made his remarks, he had a commanding lead of 
20 percentage points. 

Fred Wertheirner, the lead attorney representing Common 
Cause in its effort last year to get an independent counsel 
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investigation of the issue ads, said he was uncertain what 
legal impact Clinton's comments will have. "But," he said, 
"in practical terms it confrms the position we have long 
taken, that the TV ad campaign run by President Clinton 
and his aides were candidate ads, not political party ads 
and therefore were illegal," he said. 

In other videotape scenes, Clinton can be seen fraternizing 
with several controversial DNC hd-raisers who are now 
suspected of raising money from illegal foreign sources. 

At an Asian American fund-raising event Feb. 19, 1996, at 
the Hay-Adams, Clinton refers to "my good fiend John 
Huang," and thanks him for putting on the dinner. "I have 
known John Huang a very long time. . . . And when he told 
me that this event was going to unfold as it has tonight, I 
wasn't quite sure I believed him, but he's never told me 
anything that didn't come to pass." 

At a May 13 dinner, Clinton thanked Huang and then 
turned his attention to former Little Rock restaurateur Trie, 
who was seated next to the president. "Itts been 20 years 
since 1 had my first meal with Charlie Tie. At the time, 
neither one of us could afford a ticket to this dinner," joked 
the president. Trie has since left the country in the wake of 
allegations he helped funnel illegal contributions from 
China. 

Clinton said his remarks were "to those of you here and 
those who have come from other countries to be with us 
tonight." 

Also featured on the videotapes was California 
businessman Johnny Chug, who escorted six Chinese 
executives from state-owned and private businesses to the 
Oval Office to watch Clinton deliver his weekly radio 
address. 

"Hi Johnny! How are you? Good to see you," the president 
exclaimed. 

James Riady, of the Indonesian Lippo Group, appears on 
the videotapes only twice, according to White House 
officials. At a radio address Sept. 10, 1994, before Clinton 
went to Indonesia for the Asian economic summit, Clinton 
can be seen having a lengthy but inaudible discussion with 
Riady and Huang. At a radio address on June 24,1994, 
Riady, his wife, Aileen, and their four children are 
introduced to the president. 

One videotape showed Clinton discussing foreign policy at 
a fund-raiser during a controversial July 30, 1996, dinner 
at the Jefferson Hotel. Two of the four weaithy Asian 
businessmen he dined with were not legal residents ofthe 
United States and therefore not able to make contributions. 
They were Riady and Taiwan insurance billionaire Eugene 
Wu. Clinton talked about his decision to send carriers into 
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the Taiwan Straits after Beijing test-fired missiles near the 
breakaway island. 

Staff writers Guy Gugliotta, Ruth Marcus and John E. 
Yang contributed to this report. 
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